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Foreword

[.Research Background and Significance

Today, the world is witnessing major changes that have not been seen over the past century, rapid evolution
of the international landscape, continuous rise of instabilities and uncertainties in the international situation,
escalation of global trade frictions, aggravation of protectionism and unilateralism, impacted multilateralism
and free trade system, and still prominent geopolitical instability and economic operation risks; China is in a
critical period of replacement of old economic growth drivers with new ones and a crucial period of changing its
mode of development, optimizing the economic structure and transforming growth drivers, when the business
environment facing enterprises is undergoing rapid changes. In the first three quarters of 2019, China’s economy
continued to run within a reasonable run, maintained generally stable development with some progress, with its
stability and resilience growing noticeably and development quality and efficiency improving continuously, and
moved towards high-quality development at a steadier pace. At the same time, however, it takes time to solve the
long-standing structural and system-related contradictions in China, which is faced with new economic downturn
pressure, still many difficulties in the real economy and quite a few weak links in areas with regard to people’s
livelihood. Therefore, it remains an important mission of China at present and for some time to come to continue
to comprehensively deepening reform, further open the market, actively expand exports, continuously make it
easier to do business and endeavor to maintain high-quality economic development.

The CPC Central Committee and the State Council have given a series of important instructions and posed
higher requirements on the construction of a sound business environment and the building of a world-class,
market-oriented and international business environment governed by the rule of law. In his speech at the press
conference of the Second Belt and Road Forum for International Cooperation (BRF) in April 2019, General
Secretary Xi Jinping pointed out that China should “revise and perfect laws and regulations according to the
requirements of expanding opening-up, regulate the behaviors of governments at all levels in administrative
licensing, market supervision and other aspects, clear away and abolish unreasonable provisions, subsidies
and practices that preclude fair competition and distort the market, have all enterprises and operators equally
treated and create a market-oriented and international business environment governed by a sound legal
framework™; in the Letter of Congratulations to 2019 China International Fair for Trade in Services (CIFTIS)
in May, Xi stressed that China would be committed to promoting higher-level opening-up, firmly supporting
the multilateral trade system, expand market access for foreign capital in a wider range of areas and actively
create a first-class business environment. In his keynote speech at the opening ceremony of Boao Forum for
Asia Annual Conference 2019 in March, Premier Li Keqiang underlined that “A sound business environment
enhances productivity and competitiveness” and China would intensify proactive efforts to improve the business
environment; at the national picturephone meeting on deepening the reform of streamlining administration,
delegating power and improving government services and optimizing the business environment in June, Li
stated again that China should give full play to the role of the two key measures in promoting “stabilization of
six aspects”, build a market-oriented and international business environment governed by the rule of law, further
motivate market players, increase their competitiveness and release the huge potential of the domestic market.
Whilst raising higher requirements for further optimizing the business environment in China, these important
instructions have indicated the direction for business environment construction.
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Foreword

Since this year, local governments and authorities have deepened the reform of streamlining administration,
delegating powers and improving government services and vigorously optimized the business environment in
the light of the unified deployment made by the CPC Central Committee and the State Council, resulting in rapid
economic and social development and momentum of robust growth of the tertiary and emerging industries. As
indicated by the latest data from National Bureau of Statistics of China, during the first three quarters of 2019,
China’s gross domestic product (GDP) registered RMB 69.78 trillion, a year-on-year increase of 6.2%; fixed-
asset investment increased by 5.4% year on year nationwide; the share of value added in the tertiary industry in
GDP reached 54.02%, a 0.6% increase over a year ago and 14.2% higher than that in the secondary industry;
growth of the tertiary industry contributed 60.6% to GDP growth, 24.3% higher than the secondary industry;
of industries above designated size, strategic emerging industries and high-tech industries maintained rapid
growth, with value added in high-tech manufacturing growing by 12.6% year on year, 7.2% faster than the total
investment; investment in high-tech services grew by 13.8%, 8.4% faster than the total investment. Growth of
final consumption expenditure contributed 60.5% to economic growth. Technological advances, improvements
in labor quality and management innovations are increasing their contributions, and innovation, entrepreneurship
and creation are pressing ahead in depth, with the average daily number of newly registered enterprises during
the first eight months reaching over 19,000.

Meanwhile, we should have a sober understanding that deepening the reform of streamlining
administration, delegating power and improving government services and transforming government functions
remain in their infancy, optimizing the business environment still requires arduous efforts, there is a wide gap
from the requirements of high-quality economic development and the international advanced level, and there is
still a long way to go before China can improve its international competitiveness and build a world-class market-
oriented and international business environment governed by the rule of law.

In order to put into practice the strategic deployment of the CPC Central Committee and the State Council,
fully exert the resource superiority of the trade promotion system, magnify their own functions and roles,
closely follow up, analyze and study changes in China’s business environment, comprehensively and objectively
reflect China’s achievements in optimizing the business environment and problems facing enterprises, facilitate
the construction of a world-class business environment and arouse market vitality and social creativity, the
Department of Trade and Investment Promotion of CCPIT (CCPIT-DTIP) and Academy of China Council for the
Promotion of International Trade (ACCPIT) continue to engage in the survey on China’s business environment
and the preparation and issuance of relevant research report in 2019 based on surveys on China’s investment
(business) climate and release of annual reports for four consecutive years since 2016.

II.Methodology

This research employs a combination of methods such as questionnaire survey, field investigation, seminars
with enterprises, contrastive analysis and literature analysis.

(1) Questionnaire survey

During April to June 2019, CCPIT-DTIP and ACCPIT, together with 29 local sub-councils, a number of
industrial sub-councils and CCPIT Service Centers of Pilot Free Trade Zones, organized a questionnaire survey
on China’s business environment in 2019 among enterprises, with more than 5,400 questionnaires returned,
including 4,700 valid ones, which accounted for 87.04%; over 300 questionnaires were returned from Guangxi,
Shandong, Hubei, Anhui and Beijing each and more than 1,000 ones were collected from Guangxi alone.
Through the questionnaire survey, we obtained relevant data from different regions, industries and enterprises of
different ownerships, laying a favorable foundation for analysis and study of the business environment in China.
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Foreword

(2) Field investigation

From April through September 2019, CCPIT-DTIP and ACCPIT jointly set up an investigation group and
dispatched it to a number of provinces, municipalities and autonomous regions, such as Guangxi, Shandong,
Sichuan, Yunnan and Jiangsu, respectively, which visited more than 20 industrial parks and more than 80
enterprises. During the visit, the investigation group had in-depth face-to-face interviews and talks with heads
of the management committees of Guang’an Economic and Technological Development Zone and Guang’an
E-commerce Industrial Park in Sichuan, Nanning Economic and Technological Development Area, Qinbei
Economic and Technological Development Zone, Guigang Industrial Park and Shika Town Industrial Park,
Guilin National Hi-tech Industry Development Zone, Hezhou Eco-industrial Park, Liuzhou Yufeng Industrial
Park, Fangchenggang Port Economic and Technological Development Zone, Yulin Yuchai Industrial Park,
Beihai Industrial Park, Beihai Export Processing Zone, Zhongtai (Chongzuo) Industrial Park, Baise Industrial
Park, Baise Xinshan Aluminum Industry Demonstration Park, Hechi Daren Industrial Park and Laibin Industrial
Park in Guangxi, and representatives of enterprises such as Huaying “Western Silicon Valley”, Sichuan
Kunhong Electronics Technology Co., Ltd., Sichuan Zhongding Chuang Technology Group Co., Ltd., Yulin
Guantao Protective Equipment Co., Ltd., Guangxi Hope Automobile Co., Ltd., Guangxi Jiefeng Bio-Tech Co.,
Ltd., Guangxi Huike Precision Intelligence Technology Co., Ltd., Guangxi Guifulin Wood Industry Co., Ltd.,
Guangxi Yalong Aluminum Co., Ltd., Guangxi Chilwee Xinfeng Energy Co., Ltd., Liuzhou Dehua Food Co.,
Ltd., Guangxi Shenglong Metallurgical Co., Ltd., Qinzhou Jiulian Food Co., Ltd., Guangxi Medical University
Xiansheng Bio-Pharmaceuticals Co., Ltd., Guangxi Soft Video Tech Co., Ltd., Guangxi Wuzhou Rixin Plastics
Industrial Co., Ltd, Guangxi Beihai Yuchai-Petronas High Quality Lube Co., Ltd. Yunnan Energy Investment
Logistics Co., Ltd.and Jiangsu Sumida Group Co., Ltd. These interviews and talks provided the investigation
group with information on the status of business climate, achievements and problems in different regions from
different perspectives, corroborating and supplementing the information obtain from the questionnaire survey
and laying a foundation for comprehensive and objective evaluation of China’s business environment.

(3) Seminars with enterprises

In December 2018, in order to understand the business environment in China (Hainan) Pilot Free Trade
Zone (Hainan FTZ) and listen to opinions and suggestions of Chinese and foreign enterprises in Hainan on doing
business in Hainan FTZ, CCPIT-DTIP organized a seminar on the construction of the business environment in
Hainan FTZ in Haikou, with a view to studying and discussing the business environment in Hainan. In March
2019, the Business Environment Seminar for Foreign-invested Company (Shandong Session) co-hosted by
CCPIT and the European Union Chamber of Commerce in China (the European Chamber) and organized by
CCPIT Shandong Sub-council was held at Jinan Nanjiao Hotel, where over 20 representatives of member
enterprises of the European Chamber had on-the-spot communication and discussion on issues concerning EU
enterprises’ doing business in Shandong with relevant government departments, in the presence of the research
group members.

(4) Contrastive analysis

We selected the data on China’s business environment in 2018 and compared it with the data obtained
in 2019 horizontally and vertically, so as to know dynamic changes in different regions, industries (traditional
manufacturing, hi-tech industry, resources, construction, services, etc.) and enterprises of different natures (state-
owned enterprises, private enterprises, Sino-foreign joint venture and cooperative enterprises, wholly foreign-
owned enterprises, etc.), and have a deep understanding of business environment differences, characteristics
and trends in different regions, industries and enterprises, so as to popularize optimal business environment
experience and models and promote mutual learning and common improvement.
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Foreword

(5) Literature analysis

The research group collected and sorted out domestic and foreign literatures, and referred to materials of
such organizations as the World Bank (WB), National Development and Reform Commission (NDRC), Ministry
of Commerce, State Administration for Market Regulation and National Bureau of Statistics with regard to
optimization of the business environment. Additionally, organizations such as relevant organs at the prefecture
level in Guangxi, CCPIT Shandong Sub-council, CCPIT Hainan Sub-council and CCPIT Guang’an Council
also offered materials regarding the business environment. By extensively collecting, identifying and sorting
out relevant literatures and absorbing useful materials, the research group has further enriched the content of the
report.

[II.Evaluation Indexes

By referring to CCPIT’s business environment evaluation index system in 2018, drawing lessons from
and absorbing WB’s Doing Business Index System and engaging authoritative experts to further study and
demonstrate whether each index is normative and scientific, the research group has perfected the evaluation
index system for China’s business environment in 2019 and the corresponding questionnaire. After repeated
demonstration and analysis, we have designed these evaluation indexes as a system of 12 primary indexes and
51 secondary indexes. Index weight allocation generally follows the equal weight principle, which applies to all
primary indexes and most of the secondary indexes.

The 12 primary indexes include infrastructure environment, life services environment, policy and
government policy, social credit environment, fair competition environment, intellectual property rights (IPRs)
protection environment, technology innovation environment, human resources environment, financial services
environment, fiscal and taxation services environment, port services environment and enterprise establishment
and exit environment.
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Table 1 Evaluation Indexes for China’s Business Environment and Their Weights

Primary indexes and

their weights Secondary indexes and their weights

Infrastructure Transportation (1/5) Network communications (1/5) Environmental facilities (1/5)
environment(1/12) Water, electricity and gas supply (1/5) Urban planning and construction (1/5)

Life services Living conditions (0.16) Health care (0.17) Recreational and sports facilities (0.16)
environment(1/12) Education level (0.17) Environmental protection (0.17) Public security (0.17)

Policy stability (1/7) Policy equity (1/7)

Policy transparency (1/7) Government service efficiency (1/7)

Policy enforcement (1/7) Policy synergy (1/7) Official integrity (1/7)

Credit information system announcement system construction (1/4) Punishment and
reward mechanism construction (1/4)

Policy and government
environment(1/12)

Social credit

A Social credit (1/4) Credit information system construction (1/4)
Fair competition Market regulation (1/4)  Administrative monopoly management (1/4)
environment(1/12) Government procurement (1/4)  Market access (1/4)
IPRs protection IPRs protection cost (1/5) IPRs administrative law enforcement (1/5)
SSP IPRs judicial protection (1/5) IPRs case settlement rate (1/5)
environment(1/12)

IPRs management and public services (1/5)

Implementation of the R&D tax credit policy (1/5) IPRs mortgage (1/5)
Industry-university-research combination (1/5) Business incubation services (1/5)
Public service platform construction (1/5)

Availability of skilled labor (1/4) Availability of middle and senior managers (1/4)
Availability of foreign services personnel (1/4) Availability of human resources for

Technology innovation
environment(1/12)

Human resources

I D) innovation and entrepreneurship (1/4)
Financial services Financing convenience (2/5) Financing channel diversification (2/5)
environment(1/12) Profit repatriation freedom (1/5)

Fiscal and taxation . . L
X Normalization of fiscal and taxation law enforcement (1/2) Time it takes to handle an

services .
i) application for tax refunds (1/2)
Port services Customs clearance of goods (1/3)  Inspection and quarantine (1/3)  Entry and exit of

environment(1/12) personnel (1/3)

Enterprise L . .

establishment and exit Land acquisition (1/3)  Environmental procedures (1/3) Handling of bankruptcy

. procedures (1/3)

environment(1/12)

Each index has a value ranging from 1 to 5 points. In order to facilitate qualitative analysis based on
quantification, we have identified a score of 4.5-5 points as very satisfied (excellent), that of 3.5-4.5 points
(exclusive) as satisfied, that of 2.5-3.5 points (exclusive) as mediocre, that of 1.5-2.5 points (exclusive) as
dissatisfied and that of 1.5 points (exclusive) and below as very dissatisfied.

IV.Composition of Surveyed Enterprises

(1) Over 80% are small and medium-sized enterprises with 500 employees and below

In terms of enterprise size, of the 5,263 enterprises completing
the survey, 3,174 ones each have a size of 100 employees and below, 27 1%

B 10 employees andbelow

accounting for 60.3%; 1,426 ones each have a size of 100-500 employees, e
accounting for 27.1%; 444 ones each have a size of 500-2,000 employees, s e
accounting for 8.4%; and 219 ones each have a size of more than 2000 o R
employees, accounting for 4.2%. The share of enterprises with 500 Fig Distribuion of Enterprisesby Sze
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employees and below in all the enterprises surveyed is 87.4%.

(2) Over 60% are enterprises with registered capital of less than RMB 20 million

In terms of registered capital, of the 5,209 enterprises
completing the survey, there are 2,093 small and micro
enterprises with registered capital of less than RMB 5
million, accounting for 40.2%; 1,400 small and medium-
sized enterprises (SMEs) with registered capital of RMB
5-20 million, accounting for 26.9%; 612 enterprises with
registered capital of RMB 20-50 million, accounting for
11.7%; and 1,104 large enterprises with registered capital
of more than RMB 50 million, accounting for 21.2%. The
share of enterprises with capital registered of RMB 20
million is 67.1%.

[ Less than RMB 5 million

26. 9%

RMB 5-20 million

RMB 20-50 million

.25 q1.7%

More than 50 million

Fig.2 Distribution of Enterprises by Registered Capital

(3) Over 70% are enterprises that have continuously operated for more than five years

3. 8% Less than 1 year

1-3 years
11. 4%
[ 3-5 years
.MorethanSyears
13.2%

Fig.3 Distribution of Enterprises by Duration of Business Operation

(4) Enterprises engaged in traditional manufacturing, services and high and new

technologies occupy a large proportion

Enterprises surveyed are engaged mainly in the
following six industries: traditional manufacturing, services,
high and new technologies, resources, construction and
others. Of the 5236 enterprises completing the survey, there
are 1,790 traditional manufacturing enterprises, accounting
for 34.2%; 958 service enterprises, accounting for 18.3%;
750 high-tech enterprises, accounting for 14.3%; 182
construction enterprises, accounting for 3.5%; 150 resource-
related enterprises, accounting for 2.9%; and 1,406 ones
engaged in other industries, accounting for 26.9%.

(5) Over 70% are private enterprises and 9.2% are foreign-

State-ownal enterprises

R funded enterprises
B e

4.1%

5.1% M Privae entaprises

‘ 2.9% Sino-forcign JVsor
cooperativeenterprises
o
4. 8% Wholly foreign-owned
8. 2%

W Partnershipenterprises

Others

Fig.5 Proportions of Enterprises Suveyedof Different Types ~ 1OT€1€1 jOint venture and cooperative enterprises, wholly foreign-owned

12

In terms of duration of operation, of the 5,276 enterprises
completing the survey, 3,780 ones have a history of more than
five years, accounting for 71.6%; 695 ones have a history of 3-5
years, accounting for 13.2%; 601 ones have a history of 1-3 year,
accounting for 11.4% and 200 ones have a history of less than
one year, accounting for 3.8%. Therefore, most of the enterprises
maintain long-term business operation.

[ Traditional manufacturing
2 6 9% ] High and new technologies
[ Resource industry
18. 3% Building industry
Service industry

3.5% 2. 9% 14. 3% Others
. 0

Fig.4 Industry-specific Proportions of Enterprises Surveyed

Enterprises surveyed involve five types of ownership: state-owned
e and state-controlled enterprises (hereinafter referred to as state-owned
4.4% enterprises), collectively-owned enterprises, private enterprises, Sino-
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enterprises, partnerships and others (including consortiums and individual proprietorships, etc.). Of the 5,270
enterprises completing the survey, there are 3,714 private enterprises, accounting for 70.5%; 431 state-owned
ones, accounting for 8.2%; 271 wholly foreign-owned ones, accounting for 5.1%; 230 collectively-owned ones,
accounting for 4.4%; 216 Sino-foreign joint venture and cooperative enterprises, accounting for 4.1%; 155
partnerships, accounting for 2.9%; and 253 ones of other types, accounting for 4.8%.

V.Main Conclusions

This report has drawn the following main conclusions:
(1) Enterprises have rated China’s business environment in 2019 as generally good

Since the beginning of 2019, local governments and authorities have deepened the reform of streamlining
administration, delegating power and improving government services, and vigorously promoted the continuous
optimization of the business environment in the light of the unified deployment made by the CPC Central
Committee and the State Council, giving rise to rapid economic and social development and momentum of rapid
growth of private investment, the tertiary industry and emerging industries in China. According to the Doing
Business 2020 of the WB, China’s business environment generally scores 77.9 points in 2019, an increase of 4.26
points relative to 2018; and China again has moved up 15 places on the list from the 46th in 2018 to the 31st.
China has set a new record for the number of the reforms it has carried out to improve the business environment
for SMEs over the past year and is the only East Asian and Pacific economy that is included in the list of the Top
10 Reformers in the WB’s Doing Business 2019, which is the best ranking of China since the release of the first
Doing Business report. Foreign chambers of commerce in China, such as American Chamber of Commerce in
China and European Chamber, argue that it is significantly easier to do business in China.

According to CCPIT’s questionnaire survey with enterprises, in 2019, 90.5% of the enterprises are satisfied
with the business climate in China and over 90% have found it easier to do business in China over the past three
years, with port services and fiscal and taxation services highly appraised and financial services and human
resources given relatively low scores.

Compared with 2018, enterprises give China’s business environment higher scores in 2019, with their
satisfaction increasing by 3.12%; enterprises in different regions, from different industries and of different
types of ownership have all improved their opinions on China’s business environment. Meanwhile, over 90% of
enterprises witness positive growth of their revenues and a benign trend of changes in their earnings over the past
five years. Exploiting markets and utilizing resources are most concerned by enterprises, individual investors
are the major source of investment in enterprises, location is a major consideration of reinvestment and further
opening the market is the most important business opportunity for China.

(2) Remarkable achievements have been made in the construction of China’s business
environment

In 2019, China has made the following specific achievements in the construction of its business
environment: continuous optimization of the policy and government environment; the level of opening-
up reaching a new stage; remarkable achievements in the construction of the social credit system; further
improvements in the facilitation of customs clearance; comprehensively enhanced IPRs protection; significantly
improved public security environment; and greatly strengthened infrastructure construction.
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(3) Improvements in China’s business environment are yet to be expected

Based on questionnaire statistics, investigation and analysis results, China’s business environment has the
following main problems: firstly, policies in some regions should be developed and executed in a more scientific
and accurate manner; secondly, overall operating costs of enterprises remain high; thirdly, the structure, policy
and other respects of human resources are still inadequate; fourthly, enterprises are still faced with financing
difficulties; fifthly, the industrial supporting and guarantee capacity remains a problem in some regions.

(4) Countermeasures and recommendations

We bring forward tThe following countermeasures and recommendations have been put forward for the
problems above: firstly, we should further improve government efficiency and skills, and optimize the policy
and government environment; secondly, we should practically relieve enterprises’ cost pressure; thirdly, we
should vigorously develop advantages in human capital; fourthly, we should make concerted efforts to address
enterprises’ financing difficulties; fifthly, we should further improve the industrial supporting capacity.
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Chapter I Overall Evaluation of
China’s Business Environment

Data used in Chapters I, II and III of this report, namely Overall Evaluation of China’s Business
Environment, Segmenting Indexes for Evaluation and Business Operation and Investment, comes mainly from
the 2019 questionnaire survey organized by CCPIT for enterprises.

The overall evaluation of China’s business environment in 2019 is mainly derived from analysis and
study of enterprises in different regions and from different industries, and a year-over-year comparison. The
questionnaire survey indicates that China’s business environment in 2019 is rated as generally good and
enterprises surveyed have continuously increased their satisfaction for years.

[.China’s business environment is rated as generally good

(1) Over 90% of the enterprises surveyed rate China’s business environment as satisfied
and above

China’s business environment in 2019 is rated as generally good.

5% mosaisiet  Epterprises surveyed give a score of 4.299 points on China’s business
:,td::d environment, implying that they are generally satisfied. To break it down,
92% meysisied —9(),5% of the enterprises are satisfied and above, 9.2% consider it mediocre

03% and only 0.3% are dissatisfied and below.

Fig.1-1 Proportions of the Overall Satisfaction with
China’s Business Environment in 2019

(2) Over 90% of the enterprises believe that the business environment has been improved
over the past three years

Dynamically, enterprises surveyed are satisfied with and give a score of 4.30 points on the overall
improvement of China’s business environment over the past three years; and they give a score of 4.24 points on
the improvement of the business environment in regions where they are. Enterprises that believe improvements
in the business environment in China and in regions where they are, respectively, account for 91.6% and
88.2% (the sum of the proportions of enterprises that suggest some improvements and that suggest significant
improvements); those that believe no improvements account for 6.7% and 8.1% respectively; while those that
believe deterioration account for only 1.8% and 3.7% respectively.

M Seriously deteriorated
B Seriously deteriorated Deteriorated

Deteriorated 8.1% ) No improvements

67% - No improvements 15 Y

1.5% Ve i v
N 40.8% M Improved 028 Great improvement
0.3% Great improvement

o Improved

Fig.1-3 Improvement of the Business Environment in

Fig.1-2 Improvement of China’s Regions Where Enterprises Are over the Past Three
Business Environment over the Past Three Years Years
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Chapter I Overall Evaluation of China’s Business Environment

(3) Each index is given a generally high and relatively even score, with the port
services environment scoring the highest while human resources environment scoring the
lowestrelatively low

In terms of the 12 primary indexes, China’s business environment is rated as good, with a mean score of
4.299 points, each index scores relatively evenly and 10 indexes each score between 4.20-4.50 points; the port
services environment scores 4.48 points, the highest; the human resources environment scores 4.018 points, the
lowest; the financial services environment scores 4.133 points, the second lowest.

Overall business environment
Human resources environment
Financial services environment
Living services environment
Enterprise establishment and exit
Technology innovation environment
Fair competition environment
Infrastructure environment

IPRs protection environment

Policy and government environment
Social credit environment

Fiscal and taxation environmen 4.425
Port services environment 4.480
3.60 3.80 4.00 4.20 4.40 4.60

Fig.1-4 Overall and Index-specific Evaluation of China’s Business Environment

(4) Large enterprises give the highest score, small enterprises give a median score and
medium-sized enterprises give the lowest score

In terms of enterprise size, large enterprises with ais

more than 2,000 employees give the highest score of 440 s 436 _
4.41 points; enterprises with 100-2,000 employees give a jzz .

mediocre score, with medium-sized enterprises with 500- s

2,000 employees giving a score of 4.36 points; and SMEs 2?2 I I

with 100-500 employees give a relatively low score of 4.34 100 employees 100-500 5002000 More than 2000

and below employees employees employees

pOlntS; while small and micro enterprlses with less than Fig.1-5 Overall Evaluation of China’s Business Environment

100 employees give the lowest score of 4.27 points. by Enterpriscs of Different Sizes
(5) Enterprises have improved their opinions on the business environment by 3% in 2019

Compared with 2018, enterprises think apparently better of China’s business environment in 2019. The
overall evaluation of China’s business environment was 4.17 points in 2018 and is 4.30 points in 2019, indicating
an increase of 3.12%; the share of enterprises satisfied with China’s business environment and above was 87.5%
in 2018 and is 90.5% in 2019, an increase of three percent.

Dynamically, in 2018, enterprises surveyed gave scores of 4.25 and 4.21 points on the overall improvement
of the business environment in China and in regions where they were respectively over the past one to three
years; in 2019, the scores are 4.30 and 4.24 points, an increase of 0.05 and 0.03 points respectivel.
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5.00 5.00
401 3.99 425 421 430 4.30
4.00 - B ‘l 4.00
3.00 3.00
2.00 2.00
1.00 0.45 1.00
0.29
0.00 0.00
2016 2018 2019 Difference

s Overall improvement nati onwide

Overall evaluation of China’s business

s Improvement of the business environment regions where

Fig.1-6 Comparison of the Overall Evaluation of China’s Business
Environment and the Improvement of the Business Environment in
China and in Regions Where Enterprises Are over the Past Three Years

II.Enterprises in different regions consider China’s business environment good

(1) Enterprises in central China give the highest score on the business environment

According to the questionnaire survey, enterprises throughout the country consider the business
environment good (with an average score of 4.30 points). Geographically, enterprises in Central China give the
highest score of 4.36 points; those in the east China give the second highest score of 4.31 points; the score given
by western enterprises, which is 4.21 points, is lower than the national average.

4.40
435
4.30
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4.20
4.15
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I ] I

Eastern area
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Fig.1-7 Overall Evaluation of the Business Environment
in Different Regions

(2) Enterprises in central China have improved their opinions on the business environment

most over the past four years

Dynamically, enterprises in different
regions have improved their opinions towards the
business environment over the past four years.
Specifically, enterprises in central China witness
the largest improvement, from 3.60 points in 2016
to 4.36 points in 2019, an increase of 0.76 points
and 21.11%, followed by those in the west, with
an improvement of 0.51 points; those in the east
witness the smallest improvement of 0.31 points.
Compared with 2018, enterprises in the east and
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Fig.1-8 Comparison of Evaluation of the Business Environment in
Different Regions in Different Years
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Chapter I Overall Evaluation of China’s Business Environment

west witness the fastest improvement in 2019, both of 0.14 points, followed by those in central China, with an
improvement of only 0.05 points.

III.Enterprises engaged in different industries give high and relatively even
scores on the business environment

(1) Enterprises engaged in different industries given relatively even scores and those in the
resource industry give the highest score

In terms of industries, enterprises engaged in different industries rate the business environment as
generally good, with little difference in scores they give and these scores ranging between 4.25-4.40 points.
Specifically, those in the resource industry give the highest score of 4.397 points, followed by those in traditional
manufacturing (4.331 points), those in the high and new technology industry (4.287 points), those in service and
other industries (4.271 and 4.263 points respectively) and those in the construction industry (4.255 points).

4.450
4.400

4.350

4.300

4.250

4.200

4.150
Traditional High-tech Resource Building Service Others Overall
manufacturing  industry industry industry industry

Fig.1-9 Overall Evaluation of the Business Environment
by Enterprises of Different Types of Ownership

(2) Enterprises engaged in different industries have all improved their opinions on
the business environment, with those in the high and new industry witnessing the largest
improvement

Over the past four years, enterprises engaged in different industries have all improved their opinions on the
business environment in varying degrees. Specifically, high-tech enterprises witness the largest improvement,
from 3.78 points in 2016 from 4.29 points in 2019 (an increase of 0.51 points), followed by those in the high and
new technology industry and the service industry (both an increase of 0.49 points), those in the resource industry
(an increase of 0.45 points), those in the construction industry (an increase of 0.40 points) and those in other
industries (an increase of 0.36 points).
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Chapter II. Evaluation Score of Chinese Business
Environment Sub-indicators

Sub-indicators used to evaluate China’s business environment in 2019 mainly include 12 first-level
indicators, such as infrastructure environment, policy and government environment and port service environment,
as well as 51 second-level indicators. Questionnaire surveys among enterprises show that scores of first-level
indicators in 2019 have improved to different degrees compared with those in 2018.

[.Overall evaluation result of infrastructure environment is good

Infrastructure environment sub-indicators include 5 second-level indicators: transportation, network
communication, supply of water, power and gas, environmental facilities, and urban planning and construction.
In 2019, the surveyed enterprises give a favorable evaluation of the overall infrastructure environment. Compared
with 2018, the scores of the secondary indicators in 2019 have improved to different degrees.

(1) Nearly 90% of enterprises regard infrastructure environment as satisfactory and above.

The infrastructure environment gains
a good evaluation result (4.320) as a whole,
ranking sixth among the 12 first-level indicators
and higher than the overall evaluation result
of China’s business environment (4.299 on
average). Among the infrastructure environment
sub-indicators, supply of water, power and gas
(4.41) and network communication (4.35) rank it D=1 Briimeifion ofF Aufnsimeing Emfimmmem)

sub-indicators

higher, and urban planning and construction
(4.22) is lower.

From the perspective of satisfaction rate, enterprises are slightly less satisfied with infrastructure
environment than with China’s business environment (90.50%). Of the enterprises, 89.10% consider it
satisfactory and above, 10.20% consider it fair, and only a few (0.70%) consider it poor or below.

Among the sub-indicators, supply of water, power and gas ranks highest (89.30%) and urban planning and
construction ranks lowest (82.80%). Network communication, environmental facilities and transportation are in-
between, ranging from 83% to 88%.
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Chapter II. Evaluation Score of Chinese Business Environment Sub-indicators

(2) Evaluation result is higher in eastern and central areas while lower in the western area.

Enterprises in different areas have different evaluations of infrastructure environment, and the scores given
by eastern and central areas are higher than the average score of infrastructure environment (4.30). The eastern
area ranks first with 4.34 points, followed by the central area with a score of 4.32 points, and the lowest score

Urban planning and construction

Environmental facilities

Supply of water,power and gas

Chart 2-2 Proportion of satisfaction rate of infrastructure environment
sub-indicators

Network communication

comes from the western area, at 4.22 points.

From the perspective of satisfaction rate, the rate is high in all areas. Over 90% of the eastern and central
enterprises surveyed consider infrastructure environment satisfactory and above. The rate is slightly lower in the

western area, where 86.10% consider it satisfactory and above.

From the perspective of infrastructure sub-indicators, the central area gives transportation the highest score
at 4.29. The eastern area gives network communication, supply of water, power and gas, environmental facilities,
and urban planning and construction the highest scores, respectively at 4.41, 4.47, 4.28, and 4.27. The western

100%

95%

90%

85%

80%

75%

434 ﬁ 435
32
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I Satisfactory and above
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Central area
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Chart 2-3 Comprehensive evaluation of infrastructure environment

in different areas
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Transportation 13.9% 2.9%
Overall 0.2% 0.7%
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area gives all sub-indicators of infrastructure the lowest scores, respectively at 4.13, 4.27, 4.30, 4.20, and 4.13.

The evaluation of supply of water, power and gas varies the greatest across areas. The eastern area gives the

highest of 4.47 points and the western area gives the lowest of 4.30 points, a gap of 0.17 points.

Table 2-1 Evaluation of infrastructure environment sub-indicators in different areas

q Network Supply of water, Environmental Urban planning
LA ortation communication power and gas facilities and construction
Ranking Overall
Area Score Area Score Area Score Area Score Area Score
1 Centralarea | 429 (2 441 Eate 447 Bt 428 B 427 2z
area area area area area
2 Eastenarca | 4.27 Central 436 Central 442 Central 427 Central 426 | Central area
area area area area
3 Western 413 Western 427 Western 430 Western 420 Western 413 Western
area area area area area area
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Chapter II. Evaluation Score of Chinese Business Environment Sub-indicators

(3) Supply of water, power and gas receives good evaluation, and the resource industry is
the most satisfied.

From the perspective of industries, the overall evaluation is high and the gap is not large, between 4.25
points and 4.40 points. The resource industry gives infrastructure environment the highest score of 4.40, followed
by the high-tech industry (4.33). Traditional manufacturing and building industry (4.32 and 4.30 respectively) are
in-between. The service industry gives a slightly lower score to infrastructure environment, at 4.25 points.

From the perspective of satisfaction rate, the evaluation gap across industries is small, and the proportion
of enterprises who consider infrastructure environment satisfactory and above exceeds 85% in all industries. The
resource industry gives the highest evaluation, with 92.60% of enterprises rating infrastructure environment as
satisfactory and above.

100% 4.45
o 40
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435
90% 4.30
4.25

85%
4.20
80% 4.15

Traditional High-tech Resource Building Service Others Overall
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I Satisfactory and above SN Acceptable BN Poor or below Score

Chart 2-4 Comprehensive evaluation of infrastructure environment in
different industries

From the perspective of infrastructure sub-indicators, each industry rates supply of water, power and gas
as the best, and the resource industry gives the highest score to it (4.55 points), which means “very satisfactory”.
Traditional manufacturing and service industry give the lowest scores to urban planning and construction (4.23
and 4.15 respectively), the high-tech industry and resource industry give the lowest scores to transportation (4.19
and 4.27 respectively), and the building industry and other industries give the lowest scores to environmental
facilities (4.19 and 4.23 respectively).
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Chart 2-5 Evaluation of infrastructure environment sub-indicators
in different industries
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Chapter II. Evaluation Score of Chinese Business Environment Sub-indicators

(4) Evaluation given by enterprises to infrastructure environment has improved in the past
two years, but excluding those in the central area.

Dynamically, the overall evaluation of infrastructure environment in 2018 is 4.236 points, and rises to 4.320
points in 2019, an increase of 1.98%. Compared with 3.90 points in 2016, that is an increase of 10.77%.

1. The evaluation of supply of water, power and gas has greatly improved, and improvement in the
evaluation of transportation is relatively small.

In terms of infrastructure environment sub-indicators, the evaluations of the sub-indicators in 2019 have
improved compared with 2018. Scores of supply of water, power and gas and environmental facilities increase
by more than 0.10 points, with the score of the former rising by 0.14 points. Scores of network communication,
urban planning and construction, and transportation see increases by less than 0.10 points, with the score of
transportation only growing by 0.03 points.

4.42 435 0.15
4
4.32 4.27 4.27
423 ' 4.26 ) 0.10
422 4.20
0.05
4.12
4.02 0.00
Transportation Network Supply of water, Environmental Urban planning
communication  power and gas facilities and construction
2018 2019 Score gap

Chart 2-6 Comparison of annual evaluation of
infrastructure environment sub-indicators

2. Evaluations given by enterprises in the eastern and western areas see positive growth, and the evaluation
by the central area has declined.

From a regional perspective, compared with 2018, the evaluations by enterprises in most areas have
improved in 2019, among which the eastern area sees the biggest improvement by 0.11 points, followed by the
western area, by 0.07 points. The central area gives a lower score, falling from 4.37 in 2018 to 4.32 in 2019.

4.40 434 .07 432 0.15
0.11 0.10
4.30 R
0.05
4.20
0.00
4.10 20.05
4.00 -0.10
Eastern area Central area Western area
. 2018 = 2019 Score gap

Chart 2-7 Comparison of annual evaluation of
infrastructure environment in different areas

3. The service industry sees the largest improvement in evaluation and the high-tech industry sees the
lowest.

On an industry basis, compared with 2018, the improvements in infrastructure environment evaluations
in 2019 are quite different. The evaluation by the service industry sees the biggest increase (by 0.14 points),
followed by traditional manufacturing and resource industry (both by 0.12 points). Improvements in the
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Chapter II. Evaluation Score of Chinese Business Environment Sub-indicators

evaluations by the rest of the industries are lower than 0.10 points, and the high-tech industry has the lowest
increase, only by 0.01 points.
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Chart 2-8 Comparison of annual evaluation of infrastructure environment
in different industries

II.Living environment needs bigger improvement

Living environment sub-indicators include the 6 secondary indicators of living condition, medical care,
recreation and sports facilities, education level, environmental protection and public security. In 2019, the
surveyed enterprises have a relatively low evaluation of the overall living environment, but public security is
well recognized.

(1) Overall evaluation result is fair, but public security gets a higher score and recreation
and sports facilities a lower score.

The overall score of living environment is 4.243 points, ranking tenth among the 12 first-level indicators,
lower than the overall score of the business environment in China (4.299 points). Living environment sub-
indicators get very different evaluation results. Public security has the highest score (4.44), followed by living
condition (4.25). Other sub-indicators are below 4.20 points, and recreation and sports facilities gets the lowest
score of 4.10 points.

Public security

Environmental protection
Education level

Recreation and sports facilities
Medical care

Living condition

3.90 4. 4.10 4.20 4.30 4.40

Chart 2-9 Evaluation of living environment sub-ndicators

In terms of satisfaction rate, 85.40% of enterprises consider it satisfactory and above, 11.90% consider
it fair, and only 0.70% consider it poor or below. Based on sub-indicators, nearly 90% of enterprises are most
satisfied with public security (89.60%). Education level and medical care have low satisfaction rates, both lower
than 80%, and recreation and sports facilities has the lowest, at only 75.30%.
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Chart 2-10 Proportion of satisfaction rate of living environment
sub-indicators

(2) Evaluations by enterprises in different areas are favorable and have a small difference,
and the central area is the most satisfied.

Evaluations of living environment by enterprises in different areas are not that different. The eastern area
ranks first with 4.25 points, followed by the central area with 4.21 points and the western area with 4.13 points.

Regarding satisfaction rate, the proportion of enterprises considering living environment satisfactory and
above declines from eastern, central to western areas. The proportion of enterprises rating it as fair shows an
opposite trend, which increases from eastern, central to western areas. The highest satisfaction rate is in the
eastern area, at 89.30%, and the lowest in the western area, at 83.30%.
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Chart 2-11 Comprehensive evaluation of living environment
in different areas

From the perspective of living environment sub-indicators, the enterprises in the eastern area give top
evaluations to most sub-indicators, and the score of public security is the highest, reaching 4.48 points, close
to “very satisfactory”. Living condition receives the highest score in the central area, at 4.31 points. All sub-
indicators receive the lowest scores in the west, including living condition at 4.21, medical care at 4.04,
recreation and sports facilities at 4.00, education level at 4.03, environmental protection at 4.12 and public
security at 4.35. The evaluations of recreation and sports facilities are generally low in all areas, with the highest
in the east, at only 4.17 points. The evaluations of public security in all areas are generally high, and the lowest
has reached 4.35 in the western area. The biggest difference is in the evaluations of education level, with a
maximum gap of 0.18 points.
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Chapter II. Evaluation Score of Chinese Business Environment Sub-indicators

Table 2-2 Evaluation of living environment sub-indicators in different areas

Recreation and . Environmental
Ty Education level .
sports facilities protection

Area Score Area Score Area Score Area Score Area Score Area Score

Ran Living condition Medical care Public security

king

1 Central 431 Eastern 420 Eastern 417 Eastern 421 Eastern 421 Eastern 448 Eastern

area : area area area area area area
5 Eastern 425 Central 408 Central 407 Central 411 Central 420 Central 447 Central
area area area area area area area

(3) High-tech industry is more satisfied and building industry is less satisfied.

Seen from the average value of industry evaluations, most industries give a score higher than 4.20 points.
The resource industry ranks the highest (4.34 points), followed by the high-tech industry (4.25 points). Scores
given by the other industries and the service industry are both below 4.20 points, at 4.19 and 4.18 respectively.

From the perspective of satisfaction rate, the proportion of enterprises satisfied and more than satisfied
exceeds 85% in all industries. Nearly 90% of high-tech enterprises are satisfied and more than satisfied (88.50%),
the highest satisfaction rate. The rate in the building industry is lower, at 85.50%.

100% 4x 435
00% I . I § 2.25
S, 20

415
80% 4.10
75% 4.05

Traditional ~ High-tech Resource Building Service Others Overall
manufacturing  industry industry industry industry
I Satisfactory and above W Acceptable W Poor or below Score

Chart 2-12 Evaluation of living environment in different industries

Seen from living environment sub-indicators, the differences in the evaluations of various industries are
obvious. The scores of public security from all industries are higher than that of other sub-indicators, among
which the highest scores are given by the resource industry, building industry and high-tech industry, at 4.55
points, 4.51 points and 4.50 points respectively, all reaching the “excellent” level. Most industries have low
evaluations of recreation and sports facilities, in which the highest is from the building industry (4.27) and the
lowest is from the traditional manufacturing industry (4.07). The building industry gives the lowest score to
medical care, at 3.98 points.

4.60

450 448 : 451

4.40
430
420
4.10
4.00
3.90

Traditional High-tech Resource Building Service Others Overall
manufacturing industry industry industry industry

Living condition = Medical care
Education level

~— Recreation and sports facilities

Environmental protection Public security
Chart 2-13 Evaluation of living environment sub-indicators in different

industries
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Chapter II. Evaluation Score of Chinese Business Environment Sub-indicators

(4) The overall evaluation of living environment has improved.

Seen from the average value of enterprise evaluations, living environment received a score of 4.10 points in
2018, and in 2019, it has increased to 4.243, a rise of 0.143 points.

1. Compared with 2018, evaluations of the indicators in 2019 have increased to different degrees.
Among living environment sub-indicators, recreation and sports facilities has the biggest increase of 0.22
points, followed by medical care and living condition, by 0.17 points and 0.14 points respectively. Environmental
protection has a slight increase, by 0.05 points.

4.50 aaa— 020
4.25
430 0.15
4.18 0.12
4.13
4.10 0.10
4.00
3.90 0.05
3.70 0.00
Living Medical Recreation and Education Environmental ~ Public security
condition care sports facilities level protection
2018 2019 Score gap

Chart 2-14 Comparison of annual evaluation of living environm ent
sub-indicators

2. Evaluations by the eastern and western areas have improved rapidly, and that by the central area has
declined.
Regional evaluations show a V shape. Compared with 2018, the evaluations by enterprises in the eastern

and western areas have increased rapidly in 2019, both by more than 0.10 points, while the evaluation by the
central area has declined from 4.26 points in 2018 to 4.21 points in 2019.

430 018 0.20
420

0.10
4.10
4.00

0.00
390
3.80 -0.10

Eastem area Central area Westem area
2018 e 2019 Score gap

Chart 2-15 Comparison of annual evaluation of
living environment in different areas

3. Evaluations by the resource industry and service industry have greatly improved.

From an industry perspective, compared with 2018, all industries give higher scores to different degrees in
2019. Both resource industry and service industry evaluations have increased by more than 0.20 points, and the
rest of the industries are all below 0.20 points. The resource industry presents the most obvious increase, from
4.12 points in 2018 to 4.38 points in 2019, an increase of 0.26 points. The increase in the building industry is
relatively small, from 4.09 points in 2018 to 4.17 points in 2019, only by 0.08 points.
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Chart 2-16 Comparison of annual evaluation of living environment in
different industries

II1.Policy and government environment is significantly optimized

Policy and government environment sub-indicators include the seven secondary indicators of policy
stability, policy execution, policy fairness, policy transparency, policy coordination, government service
efficiency, and integrity of government officials. In 2019, the surveyed enterprises have a high overall evaluation
of the policy and government environment. Nearly 90% of enterprises are satisfied and more than satisfied with
the policy and government environment, and the resource industry and collectively-owned enterprises give the
highest scores. Compared with 2018, the evaluation by enterprises in the western area in 2019 sees the largest
improvement.

(1) Policy and government environment ranks fourth among first-level indicators, and
official integrity is highly praised.

The overall score of policy and government environment is 4.363, ranking fourth among the 12 first-level
indicators, higher than the overall score of the business environment in China. Among the sub-indicators of
policy and government environment, all get a score above 4.25. Official integrity is the highest, at 4.43 points,
followed by policy stability and government service efficiency (4.36 and 4.33 respectively). Both policy fairness
and policy coordination are 4.30 points, and policy execution and policy transparency are the lowest, both at 4.28
points.

Integrity of
government officials

Government
service efficiency
Policy coordination
Policy transparency
Policy fairness

Policy execution

Policy stability

4.40

Chart 2-17 Evaluation of policy and government environment
sub-indicators

From the perspective of satisfaction rate, nearly 90% of the surveyed enterprises consider policy and
government environment satisfactory and above (88.20%), and satisfaction rates of all sub-indicators are
balanced and higher than 80%. The satisfaction rate of official integrity is the highest (89.80%), followed by that
of policy stability (87.60%). The satisfaction rate of government service efficiency is in the middle (86.50%),
that of policy coordination is low (84.30%), and that of policy transparency is the lowest (83.00%).
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Overall

Integrity of government officials
Govemment service efficiency
Policy coordination

Policy transparency

Policy fairness

Policy execution

Policy stability

50% 60% 70% 80% 90% 100%
W Satisfactory and above W Acceptable W Poor or below

Chart 2-18 Proportion of satisfaction rate of policy and government
environment sub-indicators

(2) The central area gives a high evaluation and the eastern and western areas give low
evaluations.

On the basis of areas, eastern, central and western areas all give a score above 4.30, and show an inverted V
shape. The central area’s evaluation is the highest (4.45 points), the western area’s is in the middle (4.31 points),
and the eastern area’s is the lowest (4.30 points).

From the perspective of satisfaction rate, enterprises in the central area are the most satisfied, with 91.9% of
them considering policy and government environment satisfactory and above and only 6.8% of them considering
it fair, the lowest proportion. The satisfaction rates in eastern and western areas are slightly lower, both below
90%, and respectively at 87.0% and 87.2%. Over 10% of enterprises in eastern and western areas think it fair.

100% 4.50
B a5
93% 4.40
90% 4.35
4.30
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4.25
80% 4.20

Eastern area Central area Western area Overall
I Satisfactory and above F Acceptable B Poor or below Score

Chart 2-19 Comprehensive evaluation of policy and government
environment in different areas

Seen from policy and government environment sub-indicators, the evaluations by all areas are high, and
the evaluations by central area enterprises all exceed 4.40 points, among which the evaluation of policy stability
is the highest, which is 4.49 points, close to “very satisfactory”. Evaluations of policy stability, policy fairness,
policy transparency, and government service efficiency are the lowest in the eastern area, at 4.32, 4.26, 4.24 and
4.30 respectively. Western area enterprises give policy execution, policy coordination and official integrity the
lowest scores, respectively at 4.23, 4.26 and 4.35. From the perspective of sub-indicators, the evaluations of
policy execution vary greatly in different areas. The central area gives the highest (4.43 points) and the western
area the lowest (4.23 points), a difference of 0.20 points.
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Table 2-3 Evaluation of policy and government environment sub-indicators in different areas

Policy stability Policy execution Policy fairness Policy transparency Policy coordination Governm?nt serviee Integrity of .
Ranking efficiency government officials

Areca Score Area Score Area Score Area Score Area Score Area Score Areca Score

1 Central 449 Central 443 Central 442 Central 442 Central 443 Central 445 Central 448
area area area area area area area

5 Western 434 Eastern 425 Western 428 Western 424 Eastern 427 Western 430 Eastern 446
area area area area area area area

3 Eastern 432 Western 423 Eastern 426 Eastern 424 Western 426 Eastern 430 Western 435
area area area area area area area

(3) The resource industry gives the highest evaluation, and the building industry and
service industry are the least satisfied.

From an industry perspective, the evaluations by various industries are quite different. The resource
industry gives the highest score (4.44 points), close to “very satisfactory”, followed by traditional manufacturing
(4.41 points). The high-tech industry is in-between (4.39 points), the building industry gives a lower evaluation
(4.23 points), and the service industry gives the lowest (4.15 points), a gap of 0.29 points with the highest score.

From the perspective of satisfaction rate, industries show big differences. The satisfaction rates in
most industries are above 80%. The resource industry has the highest satisfaction rate, with over 90% of the
enterprises in this industry rating policy and government environment as satisfactory and above (93.20%). The
building industry is the least satisfied, with a satisfaction rate of less than 80% (78.00%), and the proportion of
enterprises considering it fair is the highest (19.8%).
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70% 4.00

Traditional High-tech Resource Building Service Others Overall
manufacturing  industry industry industry industry
I Satisfactory and above [ Acceptable FEEEE Poor or below Score

Chart 2-20 Proportion of satisfaction rate of policy and government
environment in different industries

Among policy and government environment sub-indicators, official integrity gets a score above 4.30 in all
industries, and most of the industries give it a score above 4.40 points, close to “very satisfactory”. Traditional
manufacturing, high-tech industry and resource industry give a score above 4.30 to all sub-indicators, and the
scores of the sub-indicators given by the resource industry have all exceeded 4.40. The building industry gives
very different scores to the sub-indicators, with the gap between the highest and the lowest at 0.36 points. The
resource industry gives balanced scores to the sub-indicators, with the gap between the highest and the lowest at
only 0.07 points.
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Chart 2-21 Evaluation of policy and government environment sub-indicators in
different industries

(4) The overall evaluation of policy and government environment has improved, but in a
small range.

Dynamically, in 2018, the surveyed enterprises gave 4.300 points to policy and government environment ,
and the score has slightly increased in 2019, to 4.363 points.

1. Compared with 2018, evaluations of most of the sub-indicators in 2019 have slightly increased.

Compared with 2018, although the evaluations of the sub-indicators of policy and government environment
have improved, most are a small-range increase. Except the increase of 0.12 points in official integrity, the rest
are below 0.10 points, and policy transparency sees the smallest increase, from 4.25 points in 2018 to 4.27 points
in 2019, only by 0.02 points.

4.45 0.14
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4.35 0-10
0.08
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4.25 . 0.04
4.15 0.00
Policy Policy Policy Policy Policy Government
stability execution fairness transparency coordination service efficiency
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Chart 2-22 Comparison of annual evaluation of policy and government
environment sub-indicators

2. Evaluations of policy and government environment in different areas are relatively stable, all with
small-range increases.

Compared with 2018, the evaluations in different areas are relatively stable, with small-range increases
in 2019. The western area sees the biggest increase, only by 0.06 points, and the central area sees the smallest

450 0.08
440 0.06 0.06
431
430 0.04
420 0.02
4.10 0.00
Eastern area Central area Western area
. 2018 [ 2019 Score gap

Chart 2-23 Comparison of annual evaluation of policy and government
environment in different areas
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increase, only by 0.02 points.

3. Evaluations by most industries have improved, and the evaluation by other industries has declined.

From an industry perspective, compared with 2018, the score given by the resource industry has increased
from 4.23 points in 2018 to 4.45 points in 2019, an increase of 5.20%, the largest increase (0.22 points). The
score by the service industry has increased by 0.13 points, and the increases in the scores by the rest industries
are all below 0.10 points. Other industries are the only industries with a declining evaluation, from 4.33 in 2018
to 4.32 in 2019.
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Chart 2-24 Comparison of annual evaluation of policy and government
environment in different industries

IV. Social credit environment has significantly improved

Social credit environment sub-indicators include the four secondary indicators of social credibility, credit
information system, credit information disclosure system, and honesty reward and dishonesty punishment
mechanism. In 2019, the surveyed enterprises have a good evaluation of the overall social credit environment,
ranking among the top in overall ranking. Evaluations in all areas are high, and the satisfaction rate is above 90%
in central area enterprises. The central area and the resource industry give the highest evaluations, and industry
evaluations show a tiered distribution pattern.

(1) The overall evaluation ranks third, and the evaluation of credit information system is
the highest.

The overall score of social credit environment is relatively high (4.386 points), ranking after port service
and fiscal and tax services, which is the third place among the 12 first-level indicators, higher than the overall
score of China’s business environment. Seen from the sub-indicators of social credit environment, all sub-
indicators get a relatively high score. Credit information system gets the highest evaluation (4.37 points),
followed by social credibility (4.36 points). Credit information disclosure system is in the middle (4.34 points),
and honesty reward and dishonesty punishment mechanism gets the lowest score (4.27 points).
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Chapter II. Evaluation Score of Chinese Business Environment Sub-indicators

Social Credit Credit information Honesty reward
credibility information system disclosure system and dishonesty
punishment mechanism

Chart2-25 Evaluation of social credit environment
sub-indicators

From the perspective of satisfaction rate, social credit environment enjoys a relatively high satisfaction
rate of nearly 90% (87.90%). For the sub-indicators, the satisfaction rate of each sub-indicator is over 80%.
Social credibility has the highest satisfaction rate of 87.20%, and honesty reward and dishonesty punishment
mechanism has the lowest, at only 83.80%.

Overall o
Honesty reward and dishonesty punishment mechanism
Credit information disclosure system

Credit information system

Social credibility A
75% 80% 85% 90% 95% 100%
M Satisfactory and above I Acceptable % Poor or below

Chart 2-26 Proportion of satisfaction rate of social credit environment sub-indicators

(2) The central area gives the highest evaluation, with a satisfaction rate of over 90%.

Based on the average value of social credit environment evaluations, all areas give high evaluations. The
central area gives the highest score, reaching 4.42 points, close to “very satisfactory”, the eastern area is in-
between, at 4.33 points, and the western area gives the lowest, at 4.29 points.

From the perspective of satisfaction rate, the central area is the most satisfied, with over 90% of enterprises
rating social credit environment as satisfactory and above (91.30%), followed by the eastern area at 88.0%, and
the western area has the lowest satisfaction rate, but still at 85.2%.

100%
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95%

90%

85%

80%
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Eastern area Central area Western area Overall
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Chart 2-27 Comprehensive evaluation of social credit environment in
different areas

For the sub-indicators of social credit environment, the central area gives the highest scores to all the sub-
indicators, among which credit information system and credit information disclosure system get the highest

54



FE hEERMEESERITN

AN ERERARAGEIE S S IR 4454 5 RIS+ 215 FHEVEN
BAK (4.34 40 , PO A H g 38 bR N ik, Hb, SPREEMR. S
H @ RE Ak (4. 18 7)) &

&K 2-4 BHXIALSAE RS 70 16 R A

BE | Ba | MR | B2 | MK Ba WK o CUES S
: TH |2 wE [445) H 4.45 o3 4.35 4
2 T 4.34 %3 4.35 % Y e e pus
: AR (43| EE 4] R 4.28 7 4.18 52

(Z) TN ER=AER, FEITIRIHEEEERRK

MAT A EE, AT BRI S (417 4> —4.46 4%) o b, @IEAT AR 5
(446 9, RgifliEik e (4.45 5, BEEgs mEiEATA L (4036 49 |
HoAtATY (4.32 73 AIgEH0IL (4.29 40) vEbES, A28 EdG IRSHATIE (4.17 40
B, T3 =E%.

AN B R, SATIVEN Z ROk Hdr, &g i & & CL Bk b
LIk 92.60%, R fms THIEATILIR ., B R UL B AL S B LR, A
92.00%; HARATWBEH R S UL B S EEIRT Uik, @50l A%, Buws Ll Bk b T
ARINEG AN T7.70%, SimEAHZE 14.9 NE .

100%
95%
90%
85%

% EmEH KRR OAAL BE E A4
Bl AFENE A ik

— HEE R HARHE - E LT o
E2-28 FREATL A RE ARG R EE L WA

WAL A AN bR, AT ZREOR, BT S S Ia b PO 2508 By
Hroth AR R (4.5370) , BT “ARHIE" KT ST & IifEdR
P IABAR, FEPO RAS R PSR RN ON 4. 12 70, S EAHZE 0. 41
4. MESHMIRIRT, KEATARAZIEM A5 BN 22 B AN 3 A Ak

BB)



Chapter II. Evaluation Score of Chinese Business Environment Sub-indicators

scores (both at 4.45 points). The eastern area gives a lower evaluation to social credibility (4.34 points), and
the western area gives the lowest scores to the rest sub-indicators, among which honesty reward and dishonesty
punishment mechanism gets the lowest score (4.18 points).

Table 2-4 Evaluation of social credit environment sub-indicators in different areas

A Honesty reward and
Credit e q q
. opere . . Credit information dishonesty
Social credibility information . q . .
5 disclosure system punishment Social credit
Ranking system mechanism i
environment
Area Score Area Score Area Score Area Score
1 Central | 4y | Central | s | Central | 445 Central 435 Central area
area area area area
2 Western | 54 | Bastern | 55 | Bastern |5, | Eastem 430 Eastern area
area area area area
3 Bastern |5 | Western |5, | Western | ypg | Western | 418 | Western area
area area area area

(3) Industry evaluations are distributed in three tiers, and satisfaction rates in different
industries are quite different.

From an industry perspective, evaluations by different industries are clearly distributed in different tiers (4.17
points-4.46 points). The resource industry gives the highest evaluation (4.46 points), followed by the traditional
manufacturing industry (4.45 points), both ranking in the first tier. The high-tech industry gives 4.36 points, other
industries give 4.32 points and the building industry gives 4.29 points, which are in the second tier. The service
industry gives a low score of 4.17 points, ranking in the third tier.

From the perspective of satisfaction rate, industries are quite different. The traditional manufacturing
industry has a satisfaction rate of 92.60%, which is the highest. The resource industry comes second with a
satisfaction rate over 90%, reaching 92.00%. The rest industries have a satisfaction rate under 90%, with the
building industry having the lowest, which is less than 80%, at only 77.70%, 14.9 percentage points lower than
the highest value.

100% 0:4% 04% 0.0% 1.1% 12% 0.5% 0.6% 4.50
95% |— 1:0% D446 | 445
10.8% 9.0% 13.0% TLS% | 4 40
90% —21.2% 17.19 .
4.35
85%
4.29 4.30
80% = 4.25
75% 4.20
70% 4.15
’ o | 410
65% 4.05
60% 4.00
Traditional High-tech Resource Building Service Others Overall
manufacturing industry industry industry industry
I Satisfactory and above Acceptable Poor or below Score

Chart 2-28 Proportion of satisfaction rate of social credit environment in
different industries

In terms of social credit environment sub-indicators, industries give quite different evaluations. The
resource industry gives the highest evaluations to all the sub-indicators, among which social credibility gets the
highest (4.53 points), which means “very satisfactory”. The service industry gives the lowest scores to all the
sub-indicators, in which honesty reward and dishonesty punishment mechanism gets 4.12 points, 0.41 points
away from the highest value. Among the various sub-indicators, honesty reward and dishonesty punishment
mechanism gets the lowest scores from most industries.
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Chapter II. Evaluation Score of Chinese Business Environment Sub-indicators
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Chart2-29 Evaluation of social credit environment sub-indicators in different industries

(4) Social credit environment is developing steadily, and all areas have given high
evaluations.

Dynamically, the overall evaluation of social credit environment by the surveyed enterprises in 2018 was
4.260, and has increased to 4.386 in 2019, an increase of 0.126. Social credit environment remains unchanged in
the ranking of first-level indicators.

1. Compared with 2018, evaluations of the sub-indicators in 2019 have slightly improved.

From the perspective of social credit environment sub-indicators, compared with 2018, there has been a
slight increase in 2019 in all the sub-indicators. Honesty reward and dishonesty punishment mechanism is up by
0.11 points, the largest increase. The rest sub-indicators are up by less than 0.10 points, and social credibility is
only up by 0.05 points.

440 RTS 43 0.12
435

430 428 .

425

420

4.15
4.10

4.05
Social Credit Credit information Honesty reward
credibility information system disclosure system and dishonesty

punishment mechanism

2018 B 2019 Score gap

Chart 2-30 Comparison of annual evaluation of social credit environment sub-ndicators

2. The increase in the western area is the fastest and that in the central area is small, but the evaluation by
the central area still tops that by other areas.

From a regional perspective, evaluations in all areas have improved. The western area sees the fastest
progress, from 4.18 points in 2018 to 4.29 points in 2019, an increase of 0.12 points. The central area sees a
slower increase, only by 0.04 points. However, the score given by the central area (4.42 points) in 2019 still
ranks first.

450 0.12
440 0.10

0.08
430

0.06
420

0.04
4.10 0.02
4.00 0.00
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Chart 2-31 Comparison of annual evaluation of social credit environment in different
areas
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Chapter II. Evaluation Score of Chinese Business Environment Sub-indicators

3. The evaluation by the resource industry has a large increase, and that by other industries has a smaller
increase.

From an industry perspective, compared with 2018, improvements in the evaluations given by different
industries in 2019 are quite different. The resource industry sees the fastest improvement (by 0.18 points),
followed by traditional manufacturing and service industry (both by 0.17 points). The increase in other industries
is small (by 0.06 points).
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Traditional High-tech Resource Building Service Others
manufacturing  industry industry industry industry
. 2018 2019 Score gap

Chart 2-32 Comparison of annual evaluation of social credit
environment in different industries

V. Fair competition environment receives favorable evaluation

Fair competition environment sub-indicators include the four secondary indicators of market regulation,
administrative monopoly, government purchase and market access. Compared with 2018, the surveyed
enterprises in 2019 have improved their evaluations of fair competition environment, and wholly foreign-owned
enterprises contribute the most obvious increase.

(1) Administrative monopoly gets the highest evaluation, with a satisfaction rate of more
than 80%.

Among the 12 first-level indicators, the
overall score of fair competition environment
ranks seventh (4.319 points), slightly higher than
the overall score of the business environment
in China. For fair competition sub-indicators,
the evaluations are not low. Administrative

. . Market Administrative Government Market
mon0p01y getS the hlgheSt (437 pOlntS)’ regulation monopoly purchase access
market regulatlon comes second (436 pOlntS)a Chart 2-33 Evaluation of fair competition

government purchase is 4.34 points, and market environment sub-indicators
access gets a low evaluation (4.27 points).

From the perspective of satisfaction rate, nearly 90% (87.40%) of the surveyed enterprises are satisfied and
more than satisfied. For the sub-indicators, the satisfaction rates all exceed 80%. Market regulation enjoys the
highest satisfaction rate of 86.60%. The proportions of enterprises giving a “fair” evaluation exceed 10% for all
the sub-indicators, which are relatively high.
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Chapter II. Evaluation Score of Chinese Business Environment Sub-indicators

Overall
Market access
Government purchase

Administrative monopoly

Market regulation 2%
70% 75% 80% 85% 90% 95% 100%
M Satisfactory and above 1 Acceptable Poor or below

Chart 2-34 Proportion of satisfaction rate of fair competition
environment sub-indicators

(2) The evaluation in each area is favorable, and the satisfaction rate in the central area is over 90%.

Based on the average value of evaluations, the average value in each region is higher than 4.20. The highest
is in the central area (4.37 points), the mid-level score is in the eastern area (4.28 points), and the lowest is in the
western area (4.23 points).

From the perspective of satisfaction rate, over 80% are satisfied and more than satisfied in all areas. The
central area has a satisfaction rate over 90%, reaching 90.4%, followed by the castern area at 87.9% and the

western area at 84.2%.
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Poor or below Score

Chart 2-35 Comprehensive evaluation of fair competition
environment in different areas

For fair competition sub-indicators, the central area gives the highest scores to all the sub-indicators, among
which the highest one goes to market regulation (4.41 points). The eastern area gives the lowest evaluation to
market regulation (4.29 points) ). The western area gives the lowest scores to the other three sub-indicators
among all regions (4.17 points, 4.21 points and 4.24 points respectively).

Table 2-5 Evaluation of fair competition environment sub-indicators in different areas

Market regulation Administrative Government Market access Fair
Ranking monoploy purchase competition

Area Score Area Score Area Score Area Score environment

1 Central 4.41 Central 433 i 436 Central 438 Central area
area arca arca area

2 Western 429 Fastern 427 Bastern | 59 | EsSem 1426 | Easternarea
area area area area

3 Eastem 429 Western | gy | Westem 4 ypy ) Westem 04 | Western area
area area area area
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Chapter II. Evaluation Score of Chinese Business Environment Sub-indicators

(3) Industry evaluations are quite different, and the resource industry gives a relatively
high evaluation.

From an industry perspective, the average value of evaluation in each industry is between 4.12 and 4.42.
The resource industry gives the highest evaluation (4.42 points), which is close to “very satisfactory”, followed
by traditional manufacturing industry and high-tech industry (4.36 points and 4.33 points respectively). The
service industry gives a low evaluation (4.12 points), 0.30 points away from the highest value.

From the perspective of satisfaction rate, industries vary greatly. The resource industry has a satisfaction
rate above 90% (93.90%), the highest rate, followed by the traditional manufacturing industry (91.20%). The
building industry has a satisfaction rate under 80% (75.60%), 18.3 percentage points away from the highest
value. The rest industries have a satisfaction rate between 81% and 89%. Over 20% (22.80%) of enterprises in
the building industry consider fair competition environment fair.
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Chart 2-36 Proportion of satisfaction rate of fair competition environment in different industries

In the sub-indicators of fair competition environment, market regulation gets a high score from most
industries, among which the resource industry gives the highest score (4.51 points), which means “very
satisfactory”. Most industries give a low evaluation to administrative monopoly, among which the service
industry gives the lowest (4.05 points), 0.46 points away from the highest value. The differences in the scores
given by most industries to the sub-indicators are between 0.05 and 0.23 points.
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Chart2-37 Evaluation of fair competition environment sub-indicators in different
industries

(4) The evaluation of fair competition environment has slightly improved, and wholly
foreign-owned enterprises contribute the most obvious increase in the evaluation result.

Dynamically, the average score of fair competition environment in 2018 was 4.22 points; in 2019, it has
increased to 4.319 points, up by 0.099 points.
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Chapter II. Evaluation Score of Chinese Business Environment Sub-indicators

1. Compared with 2018, evaluations of the sub-indicators in 2019 have slightly increased.

Although the evaluations of the sub-indicators in 2019 have all improved, the increases are not obvious.
Both administrative monopoly and government purchase see an increase by 0.09 points, followed by market
regulation (by 0.06 points), and market access sees a small increase (by 0.04 points).
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Chart 2-38 Comparison of annual evaluation of fair competition environment
sub- indicators

2. Compared with 2018, evaluations in the eastern and western areas have increased in 2019, and the
evaluation in the central area has declined.

From a regional perspective, compared with 2018, the evaluations by enterprises in the eastern and western
areas have slightly increased in 2019, and the increase in the western area is relatively large, from 4.13 in 2018
to 4.23 in 2019. The evaluation by the central area has declined, from 4.41 in 2018 to 4.37 in 2019, down by 0.04
points.
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Chart 2-39 Comparison of annual evaluation of fair competition environment
in different areas

3. Evaluations in all industries have improved, but the increases are quite different.

From an industry perspective, compared with 2018, enterprises in various industries have improved their
evaluations of fair competition environment in 2019, but the evaluations by various industries are quite different.
The resource industry contributes the largest increase in the evaluation result, from 4.16 points in 2018 to 4.46
points in 2019, close to “very satisfactory”. The high-tech industry contributes a small increase in the evaluation
result, from 4.29 in 2018 to 4.33 in 2019, only up by 0.05 points.

4.50 4:46 0.35
a0 437 433 031 ‘ 030
4.27
430 4.29 4.27 0.25
0.20
4.20
0.15
4.10 0.10
4.00 0.05
3.90 0.00
Traditional High-tech Resource Building Service Others
manufacturing industry industry industry industry
. 2018 2019 Score gap

Chart 2-40 Comparison of annual evaluation of fair competition
environment in different industries
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Chapter II. Evaluation Score of Chinese Business Environment Sub-indicators

4. Wholly foreign-owned enterprises see the most obvious increase in the evaluation result.

In different natures of enterprises, compared with 2018, all contribute an increase between 0.06 points and
0.16 points in 2019. Wholly foreign-owned enterprises see a relatively large increase, from 4.21 points in 2018 to
4.37 points in 2019, an increase of 0.16 points.

440 432 437 0.20
4.28
) 0.15
420 4.17
4.10 0.10
4.00
0.05
3.90
3.80 0.00
State-owned Private Sino-foreign JVs ~ Wholly foreign-owned Others
enterprises enterprises or cooperative enterprises

enterprises

2018 [ 20198 core gap

Chart 2-41 Comparison of annual evaluation of
fair competition environment in enterprises of different natures

VI. IP protection environment receives favorable evaluation

IP protection environment sub-indicators include the five secondary indicators of IP protection cost, IP
cases closure rate, IP judicial protection, IP administrative law enforcement, and IP management and public
service. Compared with 2018, the overall evaluation of IP protection environment has improved in 2019.

(1) The overall evaluation is good, and IP administrative law enforcement gets a high
score.

IP protection environmental is good (4.321 points), ranking fifth in the 12 first-level indicators, higher
than the overall score of the business environment in China. Among the sub-indicators, IP administrative law
enforcement and [P management and public service get high scores (4.302 and 4.298 respectively). IP judicial
protection is in the middle (4.293 points), and IP cases closure rate and IP protection cost get slightly lower
scores (4.242 and 4.241 respectively).

IP management and public service
IP administrative law enforcement
IP judicial protection
IP cases closure rate

IP protection cost

4.230 4.280 4.330

Chart 2-42 Evaluation of IP protection environment sub - indicators
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Chapter II. Evaluation Score of Chinese Business Environment Sub-indicators

In terms of satisfaction rate, 83.90% of the surveyed enterprises are satisfied and more than satisfied with
IP protection environment, and 15.20% consider it fair. For the sub-indicators, the satisfaction rates are not that
different, all between 80% and 85%. IP administrative law enforcement enjoys the highest satisfaction rate (85%),
and IP protection cost the lowest (80.90%).

Overall

IP management and public service
IP administrative law enforcement
IP judicial protection

IP cases closure rate

IP protection cost

50% 60% 70% 80% 90%  100%
M Satisfactory and above [ Acceptable Poor or below

Chart 2-43 Proportion of satisfaction rate of IP protection
environment sub-indicators

(2) Evaluations in different areas are quite varied, and the central area gives the highest
evaluation.

From a regional perspective, the evaluations in all areas are high. The central area gives the highest (4.38
points), and the eastern and western areas give scores (4.26 and 4.24 respectively) that are lower than the overall
score (4.28 points).

In terms of satisfaction rate, it is over 80% in all areas. The central area is the most satisfied, with a
satisfaction rate of nearly 90% (88.60%), followed by the eastern area (83.90%), and the western area is the least
satisfied (80.50%). At the same time, the proportions of enterprises considering IP protection environment fair
are above 10% in all areas, and the western area has nearly 20% (18.50%) of enterprises rating as such.

100% .09 W 19 9 4.40
90% 4.30
80% 4.20
70% 4.10

Eastern area Central area Western area Overall

I Satisfactory and above BT Acceptable Poor or below Score

Chart 2-44 Comprehensive evaluation of IP protection
environment in different areas

For the sub-indicators of IP protection environment, regional evaluations are quite different. The central
area gives the highest evaluations to the five sub-indicators. The western area gives IP protection cost, IP
administrative law enforcement, and IP management and public service the lowest scores. The eastern area
gives IP cases closure rate and IP judicial protection the lowest scores. IP protection cost gets the most varied
evaluations in all areas (the difference is 0.21 points).
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Chapter II. Evaluation Score of Chinese Business Environment Sub-indicators

Table 2-6 Evaluation of IP protection environment sub-indicators in different areas

Ran IP protection cost IP cases closure rate | IP judicial protection IP administrative P mam.lgemel'lt
- law enforcement and public service
ng
Area Score Area Score Area Score Area Score Area Score
1 Central 437 Central 437 Central 441 Central 438 Central 439
area area area area area
5 Eastern 423 Western 426 Western 426 Eastern 429 Eastern 429
area area area area area
3 Western 416 Eastern 418 Eastern 426 Western 425 Western 424
area area area area area

(3) The resource industry and traditional manufacturing industry give relatively high
evaluations, and the building industry and service industry give relatively low ones.

From an industry perspective, industry evaluations are quite different. The resource industry gives 4.40
points and the traditional manufacturing industry gives 4.35 points, which are relatively high. The high-tech
industry gives 4.29, other industries give 4.28, and building industry gives 4.23, which are in the middle. The
service industry gives a significantly lower score of 4.12, a big gap with the score given by other industries.

In terms of satisfaction rate, it is over 80% in most industries. The resource industry has a satisfaction rate
above 90% (91.10%). Traditional manufacturing, high-tech industry and other industries have a rate between
83% and 89%. The service industry (77.10%) and the building industry (75.60%) have low satisfaction rates,
both below 80%.

100% 0.8% 0.8% 59% 1.4% 0.8% 0.9% 4.45

108 5 4.40

90% —— 23.9% 21.6% 16.2% 15.2% 435

4.30

80% 4.25

4.20

70% 4.15

4.10

60% 4.05

4.00

50% 3.95

Traditional High-tech Resource Building Service Others Overall
manufacturing industry industry industry industry

N Satisfactory and above Acceptable Poor or below Score

Chart 2-45 Proportion of satisfaction rate of IP protection environment in different
industries

Seen from the sub-indicators of IP protection environment, industry evaluations are quite different. The
resource industry gives the highest evaluation to IP management and public service (4.45 points), close to “very
satisfactory”. The building industry sees the largest difference in the evaluation of each sub-indicator, with the
highest score given to IP administrative law enforcement (4.35 points) and the lowest to IP cases closure rate (4.10

450
440
430
420
4.10
4.00
Traditional High-tech Resource Building Service Others Overall
manufacturing  industry industry industry industry
—4&— IP protection cost —l— 1P cases closure rate
~—— IP judicial protection —>¢— P administrative law enforcement

—— IP management and public service
Chart2-46 Evaluation of IP protection environment sub-indicators in different
industries
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Chapter II. Evaluation Score of Chinese Business Environment Sub-indicators

points), a difference of 0.25 points. The service industry gives the lowest evaluations to all the sub-indicators,
with the lowest given to IP cases closure rate (4.04 points).

(4) Collectively-owned enterprises and Sino-foreign JVs and cooperative enterprises give
relatively high evaluations, and wholly foreign-owned enterprises are the most satisfied.

In different natures of enterprises, evaluations are not that different (between 4.20 and 4.31). Collectively-
owned enterprises and Sino-foreign JVs and cooperative enterprises give higher evaluations (both at 4.31 points),
state-owned enterprises (4.29 points), private enterprises (4.28 points) and wholly foreign-owned enterprises (4.28
points) are in the middle, and partnership enterprises (4.23 points) and other types of businesses (4.20 points)
give lower scores.

In terms of satisfaction rate, most types of enterprises are similar, with a satisfaction rate about 84.00%.
Wholly foreign-owned ones have the highest satisfaction rate (85.20%), and other types of enterprises are the
least satisfied (72.80%), the only ones with a satisfaction rate under 80%, and the proportion of enterprises giving
a “fair” evaluation is also the highest under this category (26.80%).

100% i“ iI 0 435
0,
95% ‘ 430
90% 3
85% 4.25
80% 4.20
75%
0% 4.15
4.10

65%

State-owned ~ Collectively-owned Private Sino-foreign JVs Wholly Partnership Others Overall
enterprises enterprises enterprises or cooperative  foreign-owned enterprises
enterprises enterprises
I Satisfactory and above [0 Acceptable Poor or below Score

Chart 2-47 Proportion of satisfaction rate of IP protection environment in enterprises
of different natures

Seen from the sub-indicators of IP protection environment, the evaluations given to them by state-owned
enterprises, collectively-owned enterprises, private enterprises, Sino-foreign JVs and cooperative enterprises, and
wholly foreign-owned enterprises are not that varied, with the difference between the highest and the lowest at
0.06-0.10. The difference in partnership enterprises and other types of enterprises is slightly larger, at 0.19 points
and 0.16 points respectively.

4.40

State-owned  Collectively-owned Private Sino-foreign JVs Wholly Partnership Others Overall
enterprises enterprises enterprises or cooperative  foreign-owned enterprises
enterprises enterprises
—o— IP protection cost —— [P cases closure rate ~#&— IP judicial protection
~>¢— [P administrative law enforcement % [P management and public service

Chart2-48 Evaluation of IP protection environment sub-indicators in enterprises of different natures
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Chapter II. Evaluation Score of Chinese Business Environment Sub-indicators

(5) Compared with 2018, the overall evaluation of IP protection environment has improved

in 2019, and the increase is more obvious in the western area.

Compared with 2018, the overall evaluation of China’s IP protection environment in 2019 has improved,

up by 0.07 points.

1. Evaluations of all the sub-indicators have improved, and the increase in the evaluation of IP

administrative law enforcement is slightly bigger.

In term of the sub-indicators of IP protection environment, compared with 2018, their evaluations have all
increased in 2019 to different degrees. The evaluation of IP administrative law enforcement sees a slightly bigger
increase, up by 0.05 points. IP judicial protection and IP management and public service are in-between, both up

by 0.04 points. IP protection cost and IP cases closure rate see smaller increases, only up by 0.03.

432
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4.18
4.16

429

4.30

4.30

IP protection cost

IP cases closure rate IP judicial protection

2018 2019

IP administrative law enforcement IP management and public service

Score gap

Chart 2-49 Comparison of annual evaluation of IP protection environment sub-indicators
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2. The western area sees a bigger increase in the evaluation result, and the central area sees a decline.

From a regional perspective, compared with 2018, the western area contributes the biggest increase in the
evaluation result in 2019, up by 0.10 points, followed by the eastern area, up by 0.03 points. The central area sees

a decline, from 4.44 points in 2018 to 4.38 points in 2019, down by 0.05 points.

4.50

440

430

420

4.10

4.00
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426

4.23

SN

Eastern area Central area
2018 2019

Western area
Score gap

Chart 2-50 Comparison of annual evaluation of
IP protection environment in different areas

3. Most industry evaluations have improved and high-tech industry sees a decline.

From an industry perspective, compared with 2018, the resource industry sees the biggest increase in the
evaluation result in 2019, up by 0.17 points, followed by the service industry, up by 0.14 points. The increases
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Chapter II. Evaluation Score of Chinese Business Environment Sub-indicators

are between 0.04 and 0.10 in the building industry, traditional manufacturing and other industries. Only the high-
tech industry sees a decline, from 4.34 in 2018 to 4.32 in 2019.

4.45 0.20
4.40
435 0.15
4.30
4.25 0.10
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4.15 0.05
4.10
4.05 0.00
4.00
3.95 -0.05
Traditional High-tech Resource Building Service Others
manufacturing industry industry industry industry
. 2018 2019 Score gap

Chart 2-51 Comparison of annual evaluation of IP protection environment in
different industries

4. All types of enterprises have given higher evaluations to different degrees, and the increase in other
types of enterprises is significant.

In different natures of enterprises, compared with 2018, the evaluations of IP protection environment have
all improved in 2019. Except a big increase in other types of enterprises (up by 0.17 points), the increases in the
rest types of enterprises are under 0.10 points.

4.35 433 - 0.18
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enterprises enterprises or cooperative foreign-owned
enterprises enterprises
. 2018 2019 Score gap

Chart 2-52 Comparison of annual evaluation of
IP protection environment in enterprises of different natures

VII. Sci-tech innovation environment is well recognized

Sci-tech innovation environment sub-indicators include the five secondary indicators of R&D tax deduction
policy implementation, IP collateralization, combination of industry, university and research, business incubation
service and public service platform construction. In 2019, the overall evaluation of sci-tech innovation
environment is good.

(1) IP collateralization enjoys a high satisfaction rate and business incubation service gets
the lowest evaluation.

Public service platform construction

The overall score of sci-tech
innovation environment is 4.309 points,
slightly higher than the overall score
of China’s business environment. For IR
the sub-indicators, evaluations are all D s G o B
balanced, ranging from 4.23 points to 420 422 424 426 428
4.30 points. Implementation of the R&D
tax deduction policy is 4.294 points, and

Business incubation service

Combination of industry, university and rescarch

Chart 2-53 Evaluation of Sci-tech innovation environment sub-indicators
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Chapter II. Evaluation Score of Chinese Business Environment Sub-indicators

business incubation service gets the lowest score, which is 4.237 points.

From the perspective of satisfaction rate, it is over 80%. For the sub-indicators, the satisfaction rates are
relatively balanced, ranging from 81% to 85%. IP collateralization enjoys the highest satisfaction rate of 84.20%,
and combination of industry, university and research has the lowest, at 81.40%.

Overall %
Public service platform construction 4%
Business incubation service 2%
Combination of industry, university and research 4%
IP collateralization 9%
R&D tax deduction policy implementation %

60% 70% 80% 90% 100%
B Satisfactory and above [ Acceptable Poor or below

Chart 2-54 Proportion of satisfaction rate of
Sci-tech innovation environment sub-indicators

(2) The central area gives a relatively high evaluation and the eastern and western areas
give lower ones.

From a regional perspective, evaluations show an inverted V shape in the eastern, central and western
areas. The central area gives a higher score, at 4.39 points, and the eastern and western areas give lower ones, at
4.24 points and 4.23 points respectively, and both are lower than the overall score (4.27 points).

In terms of satisfaction rate, regional differences are large. The satisfaction rate in the central area is the
highest, reaching nearly 90% (89.10%), the eastern area is in the middle (84.50%), and the western area is the
least satisfied (80%), which is nearly 10 percentage points lower than the highest value.
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Eastern area Central area Western area Overall
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Chart 2-55 Comprehensive evaluation of Sci-tech innovation
environment in different areas

For the sub-indicators of sci-tech innovation environment, regional evaluations are varied. The central
area gives the highest scores to all the sub-indicators, with the highest given to the implementation of R&D tax
deduction policy (4.44 points), close to “very satisfactory”. The eastern area rates business incubation service
as the lowest (4.20 points), and the western area gives the combination of industry, university and research
the lowest score (4.18 points). The difference in the evaluation of the combination of industry, university and
research in each area is the biggest (0.23 points).
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Chapter II. Evaluation Score of Chinese Business Environment Sub-indicators

Table 2-7 Evaluation of sci-tech innovation environment sub-indicators in different areas

R&D tax deduction _— A Combmatl.on 0{ Business incubation Public service q Scl-tec'h
Ran e q IP collateralization industry, university q q innovation
. policy implementation service platform construction .
king and research environme
Area Score Area Score Area Score Area Score Area Score ot
1 Central area 4.44 Central area 4.33 Central area 4.41 Central area 4.35 Central area 4.41 C::;al
2 Eastern area 4.26 Eastern area 4.27 Eastern area 421 W:;et:m 422 Eastern area 427 E:t;m
3 Western 405 Western 423 Western 418 Fastern arca 420 Western 420 Western
area area area area area

(3) Industries have very different satisfaction rates and the resource industry is the most
satisfied.

From an industry perspective, industry evaluations show a clear tiered distribution pattern. The resource
industry, high-tech industry and traditional manufacturing industry are in the first tier, and their evaluations are
all higher than 4.30 points, among which the resource industry gives the highest (4.38 points). Other industries
(4.27 points), building industry and service industry are in the middle, and the service industry gives the lowest
evaluation (4.12 points).

100% —10:7% 0.7% 4.38 7% 1.5% 0.3% 0.8% 4.40

95% 111 50 14.3% “11.3% B

> 115% o 7 15.4% 15.0% | A
Ll 433

85% —de
80% —

75%
0% ‘
6%
60%

Traditional High-tech Resource Building Service Others Overall
manufacturing industry industry industry industry
I Satisfactory and above Acceptable Poor or below Score

Chart 2-56 Proportion of satisfaction rate of Sci-tech innovation environment in different
industrie
From the perspective of satisfaction rate, industries are quite different. The resource industry has the highest
satisfaction rate of 88.70%, and the building industry has the lowest, at only 73.60%, a difference of 15.1%.

In terms of the sub-indicators of sci-tech innovation environment, evaluations are not that different in most
industries. Except the building industry (the difference is 0.22 points) and the service industry (the difference is
0.14 points), the difference in the rest industries is less than 0.10 points. The traditional manufacturing industry
sees the smallest difference in evaluations of various sub-indicators (the difference is 0.06 points). The resource
industry gives the highest evaluation to public service platform construction (4.45 points), close to “very
satisfactory”. The building industry gives the lowest evaluation to business incubation service (4.01 points), a
difference of 0.44 points from the highest value.

4.50
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4.40
4.35
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4.25
420 \ X
4.15 ~ ‘
e \\ — / 08
4.05 4.0t 705
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Traditional High-tech Resource Building Service Others Overall
manufacturing industry industry industry industry
—¢— R&D tax deduction policy implementation ~—#— IP collateralization

~#— Combination of industry, university and research —>¢— Business incubation service
—¥— Public service platform construction

Chart2-57 Evaluation of Sci-tech innovation environment sub-indicators in different industries
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Chapter II. Evaluation Score of Chinese Business Environment Sub-indicators

(4) Collectively-owned enterprises give the highest satisfaction, and Sino-foreign JVs and
cooperative enterprises are the most satisfied.

In different natures of enterprises, collectively-owned enterprises give the highest evaluation (4.34 points),
Sino-foreign JVs and cooperative enterprises give 4.33 points and wholly foreign-owned ones give 4.32 points.
State-owned and private enterprises are in the middle (both giving 4.27). Partnership enterprises (4.22) and other
types of enterprises (4.21) give lower evaluations.

100% 0 0 436
95%, ﬁ n 4.34
00% ) z 432
259 430

428

80% 426

5% " . 424

70% 422

65% 420
d C

tat d Private ino-foreign JVsor  Wholly Partnership Others Overall
enterprises enterprises enterprises cooperative foreign-owned enterprises
enterprises enterprises
I Satisfactory and above [ Acceptable Poor or below Score

Chart 2-58 Proportion of satisfaction rate of
Sci-tech innovation environment in enterprises of different natures

From the perspective of satisfaction rate, it is above 80% in most enterprises. Sino-foreign JVs and
cooperative enterprises have the highest satisfaction rate of 87.50%, followed by collectively-owned enterprises
(87.40%). The lowest is in other types of businesses (77.90%), the only group with a satisfaction rate under 80%.

For the sub-indicators of sci-tech innovation environment, evaluations are quite different in various natures
of enterprises (the differences are between 0.04 points and 0.19 points). The differences in the evaluations by
state-owned and private enterprises are small (0.04 and 0.05 respectively), and the differences in the evaluations
by collectively-owned enterprises and Sino-foreign JVs and cooperative enterprises are large (0.19 and 0.17
respectively). R&D tax deduction policy implementation gets the most varied evaluations, in which the highest is
from collectively-owned enterprises (4.43 points) and the lowest is from partnership enterprises (4.10 points), a
difference of 0.33 points.
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N
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enterprises enterprises
—&— R&D tax deduction policy implementation —— [P collateralization
~—— Combination of industry, university and research —>— Business incubation service

—#— Public service platform construction
Chart2-59 Evaluation of Sci-tech innovation environment sub-indicators in enterprises of
different natures

(5) The overall sci-tech innovation environment has become better, and business
incubation service is gradually improving.

Based on the average value of evaluations, the overall score of sci-tech innovation environment in 2018
was 4.22 points, and has increased to 4.30 in 2019, up by 0.08 points.
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Chapter II. Evaluation Score of Chinese Business Environment Sub-indicators

1. The evaluation of IP collateralization has greatly increased, and that of public service platform
construction has improved in a small range.

In terms of the sub-indicators of sic-tech innovation environment, compared with 2018, evaluations of all
the sub-indicators have improved in 2019, but in a limited range under 0.10 points. IP collateralization sees a
relatively big increase by 0.09 points, and public service platform construction sees a small one (by 0.03 points).

0.10
0.09

0.08

2018 2019 Score gap

Chart 2-60 Comparison of annual evaluation of Sci-tech innovation environment sub-ndicators

2. Evaluations in different areas have improved to different degrees, and the increase in the western area is
the most obvious.

From a regional perspective, compared with 2018, evaluations in different areas in 2019 have improved
to different degrees. The increase in the western area is relatively large, from 4.11 points in 2018 to 4.23 points
in 2019, up by 0.12 points, and that in the eastern and central areas is small, only by 0.03 points and 0.01 points
respectively.

4.50
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420
4.10
4.00
390

Eastern area Central area Western area

2018 2019 Score gap

Chart 2-61 Comparison of annual evaluation of Sci-tech innovation environment in
different areas

3. Evaluations in various industries have all improved, and the resource industry sees the most obvious
increase.

From an industry perspective, compared with 2018, the evaluations of sci-tech innovation environment in
various industries have all improved in 2019. The resource industry sees the most obvious improvement, from 4.18
points in 2018 to 4.39 points in 2019, up by 0.21 points, followed by the service industry, up by 0.18 points. The
increases in the rest industries are all lower than 0.10 points, and the high-tech industry sees a small increase of
0.05 points.
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Traditional High-tech Resource Building Service Others
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Chart 2-62 Comparison of annual evaluation of Sci-tech innovation environment
in different industries
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Chapter II. Evaluation Score of Chinese Business Environment Sub-indicators

VIII. Evaluation result of human resources environment is not good

Human resources environment sub-indicators include the four secondary indicators of availability of
experienced manpower, availability of middle and high level management staff, availability of export-oriented
talents, and availability of innovative and entrepreneurial talents. In 2019, the overall score of human resources
environment is not high.

(1) The overall score of human resources environment is low, the satisfaction rate of talent
availability is not high, and labor cost accounts for more than 20% of the total cost.

The human resources environment has an

Availability of illmovative

overall score of 4.018 points, ranking last in the ard enirepreTeT izle
. . . Availability of

12 first-level indicators, far below the overall export-oriented talents

. . . Availability of middle and
score of China’s business environment. For the  [SEEE i
. . . Availability of
sub-indicators, evaluations are generally low. exporionced manpower
Availability of experienced manpower gets the 380 385 390 395 4.00
highest evaluation (4.02 points), and availability Chart 2-63 Evaluation of human resources

of innovative and entrepreneurial talents gets the environment sub-indicators

lowest (3.88 points).

N °“ei - In terms of satisfaction rate, enterprises considering
. M:,,Zm.“""z: “* human resources environment satisfactory and above account
w;ghll::;m;m% 60; for about 3/4, and those considering it fair account for about
m.m.wofe:aie::;;;, e 1/4. For the sub-indicators, the satisfaction rates are all under

wo s e se e o 75% 0 Availability of export-oriented talents has the lowest

W Satisfactory and above ™ Acceptable ™ Poor or below . .
' o ) satisfaction rate of 66.50%.
Chart 2-64 Proportion of satisfaction rate of human resources environment
sub-indicators

According to questionnaire surveys among enterprises, the labor cost in 2019 takes up as high as 27.64% of
the total cost, and the annual average rise in labor cost is 9.50%.

30.00% 27.64%
25.00%
20.00%
15.00% 9.50%
10.00%

0.00%

Percentage of labor cost Annual average rise
in total cost in labor cost

Chart 2-65 Percentage of labor cost in total cost and
annualaverage rise in labor cost
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Chapter II. Evaluation Score of Chinese Business Environment Sub-indicators

(2) Evaluations show a declining trend from eastern, central to western areas, and the labor
cost in the east is up by nearly 10%.

From a regional perspective, the evaluation in each area is less than 4.00 points, and shows a declining
trend from eastern, central to western areas. The eastern area gives the highest score (3.96 points), followed by
the central area (3.95 points), and the western area gives the lowest (3.89 points).

In terms of satisfaction rate, it is below 75% in all areas, and declines from eastern, central to western areas.

The satisfaction rate in the eastern area is 74.70%, that in the central area is 73.50%, and that in the western area
is the lowest, below 70% (69.20%).

100% 2.9% 4.2% 4.9 3.8% 3.98
20 4% 3.9 3 49 3.96
80% L—— o 7 122 3A)3h 25.9%  234% |
N 3.94
3
60% 3.92
40% 3.90
3.88
20%
’ 3.86
0% 3.84
Eastem area Central area Westem area Overall
N Satisfactory and above Acceptable Poor or below Score

Chart 2-66 Comprehensive evaluation of human resources
environment in different areas

For the sub-indicators of human resources environment, regional evaluations are not that different (the
differences are between 0.04 and 0.11 points). The difference in the evaluations of availability of middle and
high level management staff is the smallest (0.04 points) in different areas, and that of availability of innovative
and entrepreneurial talents is the largest (0.11 points) in different areas. Among the sub-indicators, the central
area gives the highest evaluation to availability of export-oriented talents (3.94 points). The eastern area gives
high evaluations to all the sub-indicators, with the highest score given to availability of experienced manpower
(4.04 points). The western area gives all the sub-indicators the lowest scores, and availability of innovative and
entrepreneurial talents gets 3.81 points.

Table 2-8 Evaluation of human resources environment sub-indicators in different areas

Availability of experienced Availability of middle and Availability of Availability of innovative and
5 5 q Human
. manpower high level management staff export-oriented talents entrepreneurial talents
Ranking resources

envir t

Area Score Area Score Area Score Area Score
1 Eastern area 4.04 Eastern area 3.99 Central area 3.94 Eastern area 3.92 Eastern area
2 Central area 4.00 Central area 3.98 Eastern area 3.89 Central area 3.89 Central area
3 Western area 3.99 Western area 3.95 Western area 3.86 Western area 3.81 Western area

According to questionnaire surveys among enterprises, the annual average increases of labor cost in
different areas are not that different, and decline from eastern, central to western areas. The annual average
increase in the eastern area is the biggest (9.82%), followed by the central area (9.65%), and the smallest increase
is in the western area (8.30%). In terms of the maximum value, the highest is in the west (510%) and the lowest
is in the central area (80%).
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Chapter II. Evaluation Score of Chinese Business Environment Sub-indicators

Table 2-9 Annual average rise of labor cost in different areas (unit: %)

Average Maximum Minimum
Ranking
Area Increase Area Increase Area Increase
1 Eastern area 9.82 Western area 510 Central area -10.6
2 Central area 9.65 Eastern area 200 Western area -11.0
3 Western area 8.30 Central area 80 Eastern area -24.0
Overall 9.50 510 -24

(3) Industry evaluations are generally low and the gap is large, the labor cost rise in the
service industry is fast, and labor cost as a percentage of total cost is high in the same industry.

From an industry perspective, industry evaluations are quite different. Most industries give a score under
4.00 points. The resource industry gives the highest (4.11 points), the building industry, service industry and
high-tech industry give a score between 3.90 and 3.96, and the traditional manufacturing industry gives the
lowest (3.88 points), the only industry with a score below 3.90.

100% —43% 43% 21% 3.4% 4.2% 29% 3.8% 415
90% —— 15.3% 0, —
S0v% | 27.8% 25.6% , 124% 18.1% 21.8% 234% | 410
70% 4.05
60% 4 4.00
50%
40% 395
30% 3 390
20% .
10% 3.85
0% 3.80
Traditional High-tech Resource Building Service Others Overall
manufacturing  industry industry industry industry
I Satisfactory and above Acceptable Poor or below Score

Chart 2-67 Proportion of satisfaction rate of human resources environment in
different industries

From the perspective of satisfaction rate, it is low in all industries. Only the resource industry has a
satisfaction rate over 80% (82.60%), while all the rest industries have a satisfaction rate below 80%. The
traditional manufacturing industry has a rate under 70% (at only 67.90%), and the building industry, service
industry, other industries and high-tech industry have a rate between 70% and 80%.

For the sub-indicators of human resources environment, the resource industry gives the highest evaluations
to all the sub-indicators, with the highest score given to availability of experienced labor (4.21 points). The
traditional manufacturing industry gives low evaluations to the sub-indicators, among which availability of

4.25
4.20 A2
4.15
4.11
4.10 ~
4.05 4{%‘;—
4.00 4.02 703 - — 402
: 38 P 97 % w397
3.95 4 K
3.90 i e )N\(y — 3
3.87 A/s)zy 3.88
3.85 - 356 e 385 -
3.80 379
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Traditional High-tech Resource Building Service Others Overall
manufacturing industry industry industry industry

—4&— Availability of experienced manpower
~A— Availability of export-oriented talents

—— Availability of middle and high level management staff
—>¢— Availability of innovative and entrepreneurial talents

Chart 2-68 Evaluation of human resources environment sub-indicators in different industries
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Chapter II. Evaluation Score of Chinese Business Environment Sub-indicators

innovative and entrepreneurial talents gets

Service industry 11.83%

the lowest score (3.79 points). The building Building industry
industry gives the most varied scores to the High-tech industry
sub-indicators (the difference is 0.19 points),  Traditonal manufacturing
and other industries give the least varied Resource industry

scores to them (the difference is 0.10 points). Others
Overall

In terms of annual average increase

: . H 0.00% 2.00% 4.00% 6.00% 8.00%  10.00% 12.00%  14.00%
in labor cost, the service industry sees the . " " §

fastest, reaching 11.83%, followed by other Chart 2-69 Evaluation of labor cost rise in different industries
industries and high-tech industry (9.74%

and 9.68% respectively), both of which exceed the overall increase (9.50%). The building industry is in the
middle (9.45%). The rest industries see an increase below 9%, and the resource industry sees the smallest
increase (7.30%).

In terms of labor cost as a percentage of total cost, the service industry sees the highest proportion and
is the only industry with a proportion over 30% (38.56%), followed by the resource industry (28.12%), both
of which exceed the overall level (27.64%). The traditional manufacturing industry has the lowest proportion
(24.14%).

Overall 27.64%
Others 25.20%
Service industry 38.56%
Building industry 27.11%
Resource industry 28.12%
High-tech industry 25.21%
Traditional manufacturing 24.14%

000% 5.00% 10.00% 15.00% 20.00% 25.00% 30.00% 35.00% 40.00%

Chart 2-70 Percentage of labor cost in total cost in different

(4) Compared with 2018, human resources environment has slightly improved in 2019.

Dynamically, the overall score of human resources environment has increased from 3.87 points in 2018 to
4.02 points in 2019, an increase of 0.15 points.

1. Evaluations of availability of experienced manpower and availability of middle and high level
management staff see a relatively fast increase, and evaluations of availability of export-oriented talents and
availability of innovative and entrepreneurial talents see a slow increase.

For the sub-indicators of human resources environment, compared with 2018, although the evaluations
of the sub-indicators have improved in 2019, increases are not obvious. Increases in availability of experienced
labor and availability of middle and high level managers are relatively big (both by 0.08 points), and the increase
in availability of export-oriented talents is the least significant (only by 0.02 points).
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Chapter II. Evaluation Score of Chinese Business Environment Sub-indicators

405 402 0.10
4.00
105 3.9‘108- 0 0.08
’ 390 ‘
3.90 0.06
3 .8 5 0' 04
3.80
0.02
375
3.70 0.00
Availability of Availability of middle and Availability of Avail ability of innovative
experienced manpower high level management staff export-oriented talents and entrepreneurial talents
. 2018 [ 2019 Score gap

Chart 2-71 Comparison of annual evaluation of human resources
environmentsub-indicators

2. Evaluations by enterprises in the eastern and western areas have improved, and the evaluation in the
central area has slightly declined.

From a regional perspective, evaluations have improved in most areas. The increase in the west is the most
obvious, from 3.74 points in 2018 to 3.89 points in 2019, an increase of 0.15 points, followed by the east, up by
0.05 points. The central area sees a decline, from 3.99 points in 2018 to 3.95 points in 2019, down by 0.04 points.

4.10 0.20
4.00 0.15
3.90 0.10
3.80 0.05
3.70 0.00
3.60 -0.05
Eastern area Central area Westem area
. 2018 [ 2019 Score gap

Chart 2-72 Comparison of annual evaluation of
human resources environment in different areas

3. Evaluations in various industries have improved, and the improvement in the high-tech industry is not
obvious.

From an industry perspective, compared with 2018, the increases in the evaluations by the resource industry
and service industry in 2019 are the most obvious, both up by 0.21 points, followed by other industries, up by 0.17
points. The improvement in the high-tech industry is not obvious, only up by 0.05 points.

4.20 025
410 020
4.00

0.15
3.90

0.10
3.80
370 0.05
3.60 0.00

Traditional High-tech Resource Building Service Others
manufacturing industry industry industry industry
2018 2019 Score gap

Chart 2-73 Comparison of annual evaluation of human resources
environment in different industries
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Chapter II. Evaluation Score of Chinese Business Environment Sub-indicators

IX. Evaluation result of financial service environment is not good

Financial service environment sub-indicators include the three secondary indicators of ease of financing,
diversity of financing channels and liberty in remittance of profits. In 2019, the overall score of financial service

environment is low, but the overall trend is better than that in 2018.

(1) Evaluations of various sub-indicators of financial service environment are relatively
balanced, but are generally low.

According to questionnaire surveys among
enterprises, the overall score of financial service
environment in 2019 is low (4.133 points),
lower than the overall score of China’s business
environment. Among the 12 first-level indicators,
it ranks 11th, only higher than the score of

Ease of financing Diversity of financing channels Liberty in remittance of

human resources environment. Regarding the

sub—indicators, the average value of 1iberty in Chart 2-74 Evaluation of financial service environmentt
sub-indicators

remittance of profits is slightly higher (4.16

points), followed by ease of financing (4.04

points). The diversity of financing channels has a slightly lower score (4.03 points), 0.13 points away from the

highest value.
Overall 29
Liberty in remittance of profits & From the perspective of satisfaction rate, it is less
Diversity of financing channels s than 80%. Liberty in remittance of profits has the highest
Fase of financing s satisfaction rate of 77.60%, and diversity of financing

w sme s 70w s s e channels has the lowest, at 72.70%. The proportion of

B Satisfactory and above M Acceptable M Poor or below enterprises giving a “fair” evaluation is high, between 18%
Chart 2-75 Proportion of satisfaction rate of financial service . .
environment sub-indicators and 22% for cevery sub-indicator.

(2) Evaluations decline from eastern, central to western areas, and financing cost has
decreased.

From a regional perspective, evaluations decline from eastern, central to western areas. The highest
evaluation is in the east (4.08 points), followed by a mid-level score in the central area (4.01 points), and the

lowest is in the west (3.98 points).

From the perspective of satisfaction rate, different areas have similar but low satisfaction rates, all below
80%. The east has the highest (78.20%), followed by the west (76.20%), and the central area has the lowest
(75.90%).
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Chapter II. Evaluation Score of Chinese Business Environment Sub-indicators
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Chart 2-76 Comprehensive evaluation of financial service
environment in different areas

Regarding financial service sub-indicators, the east gives the highest scores to ease of financing and
diversity of financing channels (4.07 points and 4.09 points respectively), the central area gives the highest score
to liberty in remittance of profits (4.24 points), and the west gives the lowest scores to all the sub-indicators, with
diversity of financing channels getting the lowest (3.96 points). Among the sub-indicators, liberty in remittance
of profits gets the most varied scores from all areas (the difference is 0.24 points), in which the highest score is
from the central area and the lowest is from the west. Ease of financing gets less varied scores (the difference is
0.07 points).

Table 2-10 Evaluation of financial service environment sub-indicators in different areas

Ease of financing Diversity of financing Liberty in remittance of Financial
q channels profits q
Ranking service
Area Score Area Score Area Score environment
1 Eiigm 4.07 Eastern area 4.09 Central area 4.24 Eastern area
2 C:?;rlal 4.01 Central area 4.00 Eastern area 421 Central area
3 W:rsetzm 4.00 Western area 3.96 Western area 4.00 Western area

The financing cost rates of enterprises in different areas are not that different, and show a V shape in
eastern, central and western areas. The east has the highest financing cost rate (15.91%), followed by the west
(14.19%), and the central area has the lowest (13.65%). Compared with 2018, the overall financing cost rate in
2019 has decreased from 17.68% in 2018 to 14.86 in 2019, down by 2.82%. In terms of the maximum value, it is
the highest in the west (304%) and the lowest in the central area (80%).

Table 2-11 Distribution of financing cost rates in different areas (unit: %)

Average Maximum Minimum
Ranking Area Financing cost Area Financing cost Area Financing cost
rate rate rate
1 Eastern area 15.91 Western area 304 Eastern area 0.01
2 Western area 14.19 Eastern area 90 Western area 0.01
3 Central area 13.65 Central area 80 Central area -0.50

(3) Evaluations are higher in traditional manufacturing and high-tech industry, and lower
in resource industry.

From an industry perspective, evaluations are quite different. The traditional manufacturing industry gives
the highest evaluation (4.18 points), followed by the high-tech industry (4.16 points). The service industry and
building industry are in the middle (4.05 points and 4.00 points respectively), and other industries and resource
industry give lower evaluations (respectively at 3.91 points and 3.79 points).
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Chapter II. Evaluation Score of Chinese Business Environment Sub-indicators

In terms of satisfaction rate, it is low in every industry, less than 75.00%. The proportion of enterprises
giving a “fair” evaluation is over 20% in every industry, and exceeds 30% (30.80%) in the building industry.
Traditional manufacturing has the highest satisfaction rate of 74.80%, while building industry (65.40%) and
resource industry (64.30%) are less than 70%.

100% 9 4.1% 71% D 4.4% so% |+
9% 405
4.00
80%
70% 3.80
60%
3.60
50%
40% 3.40
Traditional High-tech Resource Building Service Others
manufacturing  industry industry industry industry
I Satisfactory and above [ Acceptable Poor or below Score

Chart 2-77 Evaluation of financial service environment
in different industries

Seen from financial service sub-indicators, industry evaluations differ greatly. The high-tech industry gives
the highest score to ease of financing and the traditional manufacturing industry gives the highest to diversity
of financing channels (4.15 points and 4.13 points respectively), and the service industry gives the lowest
evaluations (3.87 points and 3.84 points respectively). Liberty in remittance of profits gets the most varied
industry evaluations, in which the highest score is from the traditional manufacturing industry (4.16 points) and
the lowest is from the resource industry (3.57 points), close to “fair”, and the difference between the two is 0.59
points.

42 715
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36 ¥ 35
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Traditional High-tech Resource Building Service Others overall
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—&— Ease of financing —— Diversity of financing channels

—— Liberty in remittance of profits

Chart 2-78 Evaluation of financial service environment sub-indicators
in different industries

In terms of financing cost rate, industries differ greatly. Seen from the average value, the average financing
cost rate of the resource industry is the highest (21.86%), followed by the service industry (19.92%). The high-
tech industry is in the middle (15.02%), the traditional manufacturing industry is lower (12.63%), and the
building industry is the lowest (12.49%), 9.37 percentage points away from the highest value.
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(4) Financial service environment is improving, and the evaluation by the central area has

declined.

Dynamically, compared with the 3.93 points in 2018, the overall score of financial service environment in

3047 350%
© 304% _a 21.86% ® 300%
19:92%
/ \ /’\ 205% 250%
15:02% < R 200%
—TEn N 249% 14.27% o | 150%
14.86%
0,
o 80% @ 9% o 80% 100%
O 50% -0.50% | 50%
® 050% @ 004% @ 130% @ 100% @ 003% @ 0.02% @ 0%
-50%
Traditional ~ High-tech Resource Building Service Others Overall
manufacturing  industry industry industry industry

=—— Average #® Minimum #® Maximum

Chart 2-79 Financing cost rate in different industries

2019 has increased by 0.20 points, reaching 4.13 points, up by 5.17%.

1. Evaluations of the sub-indicators of financial service environment have all improved.

For financial service sub-indicators, compared with 2018, diversity of financing channels in 2019 gets 4.03
points in 2019, an increase of 0.10 points from the 3.93 points in 2018. The score of ease of financing has also

slightly increased, from 3.94 points to 4.04 points, up by 0.09 points.
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Chart 2-80 Comparison of annual evaluation of financial service

environment sub-indicators

2. Increases in evaluations show a V shape in eastern, central and western areas.

From a regional perspective, compared with 2018, increases in evaluations in 2019 show a V shape in
eastern, central and western areas. The west contributes the largest increase, from 3.81 points in 2018 to 3.98
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Chart 2-81 Comparison of annual evaluation of financial service

environment in different areas
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Chapter II. Evaluation Score of Chinese Business Environment Sub-indicators

points in 2019, up by 0.17 points, followed by the east (an increase of 0.13 points), and the central area is the
opposite, with the score falling from 4.05 points in 2018 to 4.01 points in 2019, down by 0.04 points.

3. The resource industry contributes the most obvious improvement in the evaluation of financial service
environment.

From an industry perspective, industry evaluations have all increased by 0.10 points and above. The
resource industry sees the most obvious improvement, from 3.86 points in 2018 to 4.27 points in 2019, an
increase of 0.41 points, followed by the building industry (by 0.34), and the high-tech industry sees the smallest
increase (only by 0.10 points). The rest industries see increases between 0.16 points and 0.29 points.
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manufacturing industry industry industry industry
. 2018 2019 Score gap

Chart 2-82 Comparison of annual evaluation of financial service
environment in different industries

4. All types of enterprises have given higher evaluations, and other types of enterprises see the largest
increase.

In enterprises of different natures, compared with 2018, all have given higher scores in 2019 to different
degrees. Other types of enterprises contribute the biggest increase, from 3.81 points in 2018 to 4.22 points in
2019, an increase of 0.41 points, followed by Sino-foreign JVs and cooperative enterprises (by 0.22 points), and
the rest types of enterprises see increases below 0.20 points, with state-owned enterprises seeing a small increase
of 0.13 points.

430 15T 4. 0.50
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Chart 2-83 Comparison of annual evaluation of
financial service environment in enterprises of different natures

X. Fiscal and tax service environment is significantly optimized
Fiscal and tax service environment sub-indicators include the two secondary indicators of standardized
fiscal and taxation law enforcement and tax refund application handling time. In 2019, the overall score of fiscal

and tax service environment has significantly increased, and sees the fastest rise of position in the rankings of the
12 first-level indicators. Standardized fiscal and taxation law enforcement is highly recognized.
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Chapter II. Evaluation Score of Chinese Business Environment Sub-indicators

(1) Fiscal and tax service environment has a high satisfaction rate.

The overall score of fiscal and tax service
environment is 4.425 points, second only to port service
environment, ranking second among the 12 first-level
indicators. For the sub-indicators, the evaluations
are high, and standardized fiscal and taxation law
enforcement gets a higher score (4.49 points) than tax

refund application handling time (4.40 points).

Chart 2-84 Evaluation of fiscal and tax service environment

Regarding satisfaction rate, fiscal and tax service sub-indicators

environment enjoys a very high satisfaction rate.

More than 90% (as high as 93.90%) of enterprises consider it satisfactory and above. For the sub-indicators,
standardized fiscal and taxation law enforcement has a satisfaction rate of 93.00% and tax refund application
handling time has a rate of 86.70%.

Overall 0%
Tax refund application handling time 10%
Standardized fiscal and taxation b
0%
law enforcement
80% 85% 90% 95% 100%
M Satisfactory and above 1 Acceptable Poor or below

Chart 2-85 Proportion of satisfaction rate of fiscal and tax
service environment sub-indicators

According to questionnaire surveys among enterprises, the average frequency of payment of taxes and
fees is 15.23 times/year, the average time spent on tax and fee payment is 18.14 hours, and the average time
for export tax rebates to be received is 15.88 hours. Compared with 2018, taxes and fees in 2019 h ave dropped
significantly. The total fee rate in 2018 (20.35%) is 2.09 times that in 2019 (9.76%), and the total tax rate in 2018
(32.25%) is 3.04 times that in 2019 (10.62%).

(2) Satisfaction rates in all areas are above 90%, and the eastern area has obvious
advantages in fiscal and tax service environment.

From a regional perspective, evaluations of fiscal and tax service environment are high in all areas. The
central area gives the highest, reaching 4.53 points, which means “very satisfactory”, the east also gives a high
score of 4.46 points, close to “very satisfactory”, and the west gives a slightly lower score of 4.36 points.

From the perspective of satisfaction rate, it is high in all areas and exceeds 90%. The central area is the
most satisfied, with a satisfaction rate of 95.50%, followed by the east at 95%, and the west has a rate of 90%.
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Chart 2-86 Evaluation of fiscal and tax service environment in
different areas

For the sub-indicators of fiscal and tax service environment, regional evaluations are not that different
(differences are between 0.07 and 0.14). All areas give standardized fiscal and taxation law enforcement the
highest scores, with the central area giving 4.57 points and the eastern area giving 4.50 points, both of which
mean “very satisfactory”. Most areas give scores above 4.40 to the sub-indicators, and only the west gives 4.27
points to tax refund application handling time.

4.60

4.50 >0 450 \/ 4.49
4.40 ' 1

4.30 727
4.20
4.10
Eastern area Central area Western area Overall

=—¢— Standardized fiscal and taxation =ll— Tax refund application handling time

Chart 2-87 Evaluation of fiscal and tax service environment sub-
indicators in different areas

The total fee rate and total tax rate vary greatly among regions. The total tax rate fluctuates greatly, while
the total fee rate fluctuates in a small range. Based on the average total fee rate, the highest is in the central area
(12.62%) and the lowest is in the eastern area (8.48%). Based on the average total tax rate, the highest is in the
west (11.64%), higher than the overall average, and the lowest is in the east (8.33%). From the perspective of tax
and fee levels, the east has clear advantages, followed by the west, and the central area gives a lower evaluation.
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Chart 2-88 Average total fee rate and tax rate in different
areas
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Chapter II. Evaluation Score of Chinese Business Environment Sub-indicators

(3) Standardized fiscal and taxation law enforcement is well recognized, and the traditional
manufacturing industry and high-tech industry give high evaluations.

From an industry perspective, the traditional manufacturing industry gives the highest evaluation (4.50
points), which means “very satisfactory”, followed by the high-tech industry and resource industry (both at 4.48
points), close to “very satisfactory”. The service industry and building industry give relatively low scores (4.39
and 4.36 respectively).

Regarding satisfaction rate, it is over 90% in most industries. The resource industry has the highest
satisfaction rate of 97.80%, followed by the traditional manufacturing industry (95.50%). The building industry
has a relatively low rate (89.90%), the only industry below 90%. The rest industries are between 90% and 95%.
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88%
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manufacturing  industry industry industry industry
I Satisfactory and above [ Acceptable Poor or below Score

Chart 2-89 Proportion of satisfaction rate of fiscal and tax service environment in
different industries

Seen from the sub-indicators of fiscal and tax service environment, the traditional manufacturing industry
gives the highest evaluation to standardized fiscal and taxation law enforcement (4.42 points), the high-tech
industry gives the highest to tax refund application handling time (4.41 points), and the building industry gives
the lowest to both the sub-indicators (4.08 and 4.02 respectively). All industries give standardized fiscal and
taxation law enforcement the highest evaluations.
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Chart 2-90 Evaluation of fiscal and tax service environment sub-indicators in
different industries

Seen from the frequency of payment of taxes and fees, the building industry has the highest average
frequency, reaching 20.91 times, and the resource industry has the lowest frequency, at only 12.81 times. Seen
from the time spent on payment of taxes and fees, the high-tech industry consumes the longest average time of
32.73 hours, and the maximum value is 1,440 hours. The building industry consumes the least time, which is
11.57 hours.
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Chapter II. Evaluation Score of Chinese Business Environment Sub-indicators

From the perspective of total fee rate, the high-tech industry has the highest average value of 11.29%, 6.57
percentage points higher than the lowest value of the building industry (4.72%). In terms of total tax rate, the
resource industry has the highest value (13.01%), followed by the traditional manufacturing industry (12.17%),
and the building industry has the lowest (5.48%).

Table 2-13 Payment of taxes and fees in different industries

Average [Maximum| Average | Maximum [ Average | Maximum | Average | Maximum

ngii::éz?rﬂlg 13.14 287 13.10 | 56000 | 11.02 200.00 12.17 | 1095.00
High-tech industry|  20.04 960 32.73 1440.00 11.29 100.00 10.70 155.44
Resource industry 12.81 75 24.73 500.00 11.19 100.00 13.01 100.00
Building industry [ 20.91 400 11.57 148.00 4.72 50.00 5.48 60.00
Service industry 16.25 300 18.60 432.00 8.59 159.45 9.41 165.00
Others 14.21 175 17.00 850.00 8.80 100.00 10.10 342.47

Overall 15.23 960 18.14 1440.00 9.76 200.00 10.62 1095.00

(4) The evaluation has greatly improved, and the evaluations by the eastern area, the
service industry and state-owned enterprises show significant improvements.

Dynamically, the overall score of fiscal and tax service environment was 4.24 points in 2018, and has risen
to 4.40 points in 2019, a large increase of 21%. Based on the evaluations of the sub-indicators, the evaluation of
tax refund application handling time has increased from 4.07 points in 2018 to 4.19 points in 2019, up by 0.12
points.

5.00
4.24 i 4.40
400

3.00
2.00
1.00

0.00 0.15
2018 2019 Score gap

Chart 2-91 Comparison of annual evaluation of
fiscal and tax service environment sub-indicators

1. Evaluations have improved in all areas, with the largest increase in the east.
Compared with 2018, evaluations in 2019 have improved to different degrees in all areas. Increases in

the east and west are relatively large, by 0.23 points and 0.20 points respectively, and that in the central area is
relatively small, by 0.16 points.
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Chart 2-92 Comparison of annual evaluation of
fiscal and tax service environment in different areas

2. All industries give higher evaluations, and the service industry sees the largest increase in evaluation
result.

From an industry perspective, evaluations by various industries have all greatly improved. The service
industry sees the biggest increase, from 4.08 points in 2018 to 4.39 points in 2019, an increase of 0.31 points, up
by 7.60%. The resource industry ranks second with an increase of 0.29 points. Other industries have a smaller
increase, by 0.14 points.
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Chart 2-93 Comparison of annual evaluation of
fiscal and tax service environment in different industries

3. Evaluations have generally improved in different types of enterprises, and state-owned enterprises see
an obvious increase.

In enterprises of different natures, evaluations have generally improved. State-owned enterprises see
the biggest increase, from 4.14 points in 2018 to 4.38 points in 2019, an increase of 0.24 points. All the rest
industries see increases by more than 0.10 points.
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Chart 2-94 Comparison of annual evaluation of
fiscal and tax service environment in enterprises of different natures
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Chapter II. Evaluation Score of Chinese Business Environment Sub-indicators

XI. Evaluation result of port service environment ranks first among first-
level indicators

Port service environment sub-indicators include the three secondary indicators of customs clearance of
goods, inspection and quarantine, and entry and exit of personnel. In 2019, the score of port environment ranks
first among the 12 first-level indicators.

(1) Entry and exit of personnel has the highest satisfaction rate, and the time for import is
longer than that for export and the fees for export are more than those for import.

The overall score of port service environment is as high as 4.480 points, ranking first among the 12 first-
level indicators, close to “very satisfactory”. The sub-indicator evaluations are all at or above 4.49 points.
Customs clearance of goods and entry and exit of personnel get the highest scores (both at 4.50 points), meaning
“very satisfactory”. Inspection and quarantine gets a slightly lower score (4.49 points).

Customs clearance Inspection and quarantine Entry and exit of personnel
of goods

Chart 2-95 Evaluation of port service environment sub-indicators

In terms of satisfaction rate, it is over 90% (92.50%). For the sub-indicators, the satisfaction rates all exceed
90%. Entry and exit of personnel enjoys the highest satisfaction rate of 93%, while inspection and quarantine has
a relatively low satisfaction rate, which reaches 90.30% nonetheless.

100%
98%
96%
94%
92%
90%
88%
86%
84%

Customs clearance of goods Inspection and quarantine Entry and exit of personnel Overall

W Satisfactory and above I Acceptable [ Poor or below

Chart 2-96 Proportion of satisfaction rate of port service environment sub-
indicators

Overall, the time for export is less than the time required for import. Document review time for export (5.11
hours) is less than that for import (5.98 hours). In border review, the time for export (5.22 hours) is less than
that for import (5.61 hours). In terms of fees, both border review fees and document review fees for import are
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significantly lower than those for export.
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Chart 2-97 Time and fees for import and export

(2) Evaluations in the eastern and central areas reach the level of “very satisfactory”, and
entry and exit of personnel is highly recognized.

From a regional perspective, evaluations are generally high. Both the eastern area (4.54 points) and the
central area (4.55 points) exceed 4.50 points, reaching a “very satisfactory” level. The west gives a slightly lower
evaluation (4.39 points).

In terms of satisfaction rate, it is around 90% in all areas. The central area is the most satisfied, with a
satisfaction rate of 94.50%, followed by the east (93.20%), and the west has a slightly lower satisfaction rate

(89.70%).
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Chart 2-98 Comprehensive evaluation of port service environment in
different areas

For the sub-indicators of port service environment, evaluations in all areas are high. The central area gives
the highest evaluations to goods clearance (4.55 points) and personnel entry and exit (4.57 points), both of which
are above 4.50 points, meaning “very satisfactory”. The east gives the highest evaluation to inspection and
quarantine (4.55 points), meaning “very satisfactory”. The west gives the lowest scores to all the sub-indicators,
with inspection and quarantine getting the lowest (4.35 points). Personnel entry and exit gets a score above 4.50
points in all areas, reaching a “very satisfactory” level.

Table 2-15 Evaluation of port service environment sub-indicators in different areas

Customs . .
Inspection and Entry and exit of .
Rank clearance of . Port service
X quarantine personnel R
ing goods environment
Area Score Area Score Area Score
1 Central 455 Eastern 455 Central 457 Central arca
arca area area
2 Lo 4.50 Crentiel 4.52 e 4.54 Eastern areca
area area area
3 Western | 44 Western 435 Western 4.53 Western area
area area area
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Chapter II. Evaluation Score of Chinese Business Environment Sub-indicators

1. The import and export document and border review for enterprises in the eastern area is less time-
consuming.

Seen from the export document and border review time in all areas, western area enterprises spend an
obviously longer time to export, with the average document and border review time at 6.64 hours and 7.26 hours,
respectively, and the maximum values are 312 hours and 300 hours, respectively. Eastern area enterprises spend
the shortest time, with the document and border review time at 3.80 hours and 4.22 hours, respectively, and the
maximum values are both 72 hours.
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Chart 2-99 Export document/border review time
in different areas (unit: hour)

Seen from the import document and border review time in all areas, western area enterprises spend the
longest time to import, with the time required for document and border review at 7.35 hours and 6.38 hours,
respectively, and the maximum values are both 180 hours. Eastern area enterprises spend the shortest time, with
the time required for document and border review at 4.73 hours and 5.15 hours, respectively, and the maximum
values are both 72 hours.
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Maximum time of document review Maximum time of border re view

Chart 2-100 Import document/border review time
in different areas (unit: hour)

2. The import and export document and border review for enterprises in the central area is the cheapest.

Seen from the fees for export in all areas, the average fees of export document review for eastern area
enterprises are the highest (52.60 US dollars), and the maximum value is in the east, at 5,000 US dollars. The
fees of export border review for western area enterprises are the highest (78.87 US dollars), and the maximum
value is in the east, at 4,166 US dollars. Central area enterprises spend the least fees, at 37.90 and 32.97 US
dollars, respectively.
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Chart 2-101 Export document/border review fees
in different areas

Seen from the fees for import in all areas, the average fees of import document and border review for
eastern area enterprises are the highest, at 60.82 and 68.39 US dollars, respectively. Central area enterprises
spend the least, at 16.35 and 17.69 US dollars, respectively.
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Chart 2-102 Import document/border review fees
in different areas

(3) Most industry evaluations have reached the level of “very satisfactory”, and the import and export
review for the high-tech industry is time-consuming and costly.

From an industry perspective, most industry evaluations have reached the level of “very satisfactory”. The
resource industry gives the highest score (4.61 points), followed by the traditional manufacturing industry (4.57
points). The building industry and high-tech industry are in the middle (4.52 and 4.50 points respectively). Other
industries and service industry give slightly lower scores (4.44 and 4.39 respectively).

From the perspective of satisfaction rate, it is above 90% in most industries. The resource industry has the
highest satisfaction rate of 95.80%. The building industry and service industry have slightly lower satisfaction
rates (89.70% and 88% respectively), both of which are under 90%. Satisfaction rates in the rest industries are all
above 90%.
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Chart 2-103 Proportion of satisfaction rate of port service environment
in different industries

For the sub-indicators of port service environment, industry evaluations are not that different (differences
are between 0.02 and 0.09). The resource industry and traditional manufacturing industry give all the sub-
indicators scores meaning “very satisfactory”. The resource industry rates every sub-indicator as above 4.60

points, and the service industry gives the lowest scores to all the sub-indicators, with inspection and quarantine

getting the lowest (4.37 points).

NS |
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Chart 2-104 Evaluation of port service environment sub-indicators in
different industries

1. The time required for import and export review in the high-tech industry is long.

It takes a long time for import and export document and border review in the high-tech industry. The export
document review time is 9.97 hours, 7.35 hours longer than the least time-consuming resource industry (2.62
hours). The export border review time is 9.32 hours, 6.96 hours longer than the least time-consuming resource
industry (2.36 hours). The import border review time is 8.84 hours, 6.34 hours longer than the least time-
consuming resource industry (2.50 hours). The import document review time in the building industry is 12.80
hours, 10.10 hours longer than the least time-consuming resource industry (2.70 hours). Except the high-tech

industry, most industries require more time to import than to export.

126



FE hEERMEESERITN

15.00
9.62
10. 00 < 64
3. 32
5. 00 *//3 39 3.8
4.23
0.00 -
t4 B3 4 W HH T b
3 AP ol il

—o— i O BE AT ] —— W 033 A [
A 0 B E A R X— Pt 03I A B ]

2105 SRR AR W 05 B R

2. BHEAF LB O FHTERARE.

MATMEAJER, moprBOR gk th H @ 2 i m . Horb, I H iR A 2 A
N 130.66 0, T AR IR T (4.33 3£70) 126.33 FE0; H A IEE &5
FAM 117,76 &0, it 9% AR S EATIE (4. 64 32500 113,12 3€J0; #E H R 7
WA 151,64 3£70, @ TR EETI (4.54 30D 147,10 EI6; BN HE
PN 138.72 £ Jt, M BRI EIRATIE (5.00 £J0) 133.72 Ej6. BAEE, &
WA e, fEgihiligEike, BT 2 UK.

150. 00 415164
123.58 1872
/B0 66
100. 00 / ‘\16
34. 41
50. 00 6. 92 _ .
34,81 \ 58 2302
0. 00 - 3 lz: T
&% S Esd KR # i€ 2 A
3 AR ATk ATk

—o— HOoBIfFEHRE B HOEEFERA
A-HOBEEERE S HoBEFERA

B 2-106 FEATY3 M 04 %A
() AIFENERREA, ARBAE. FEMRRTILIENRARE
WA SME R, 2018 G52 i bkt 2 AR 55 IR B8 SRR Ay 4. 35 43, 2019 4

N4 48 4y, $EE T 0.13 5.

127



Chapter II. Evaluation Score of Chinese Business Environment Sub-indicators

14.00
12.00
10.00
8.00
6.00
4.00
2.00
0.00
Traditional High-tech Resource Building Service Others
manufacturing industry industry industry industry
e Time fOr export document review el Time for export border review
=== Time for import document review ===3¢é==Time for import border review

Chart 2-105 Average time required for import and export
in different industries

2. The average fees for import and export in the high-tech industry are relatively high.

From an industry perspective, both the fees for import and for export in the high-tech industry are the
highest. The export document review fees are 130.66 US dollars, 126.33 US dollars higher than the least money-
consuming resource industry (4.33 US dollars). The export border review fees are 117.76 US dollars, 113.12 US
dollars higher than the least money-consuming resource industry (4.64 US dollars). The import document review
fees are 151.64 US dollars, 147.10 US dollars higher than the least money-consuming resource industry (4.54 US
dollars). The import border review fees are 138.72 US dollars, 133.72 US dollars higher than the least money-
consuming resource industry (5.00 US dollars). Overall, the high-tech industry has the highest fees, followed by
the traditional manufacturing industry, and the resource industry has low fees.
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Chart 2-106 Average fees required for import and export
in different industries

(4) Evaluations have improved, and the evaluations of personnel entry and exit, in the
central area and in the resource industry see significant improvements.

Based on the average value of evaluations, the overall score of port service environment in 2018 was 4.35
points, and has risen to 4.48 points in 2019, an increase of 0.13 points.
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Chapter II. Evaluation Score of Chinese Business Environment Sub-indicators

1. All the sub-indicators get higher evaluations, and personnel entry and exit sees the largest increase.

In 2018, personnel entry and exit was 4.32 points, inspection and quarantine was 4.34 points, and customs
clearance of goods was 4.35 points. In 2019, the scores become 4.50, 4.49 and 4.50 respectively. The increase
in personnel entry and exit is the most obvious, with an increase of 0.18 points. The other two sub-indicators
increased by 0.15 points.
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Chart 2-107 Comparison of annual evaluation of
port service environment sub-indicators

2. Evaluations have improved to different degrees in all areas, and the western area contributes a
significant increase in the evaluation result.

From a regional perspective, compared with 2018, evaluations in 2019 have all improved to different
degrees in all areas. The western area has the largest increase, from 4.32 points in 2018 to 4.50 points in 2019,
reaching a “very satisfactory” level, up by 0.19 points, followed by the east, up by 0.15 points. The increase in
the central area is the least obvious, only by 0.03 points.
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Chart 2-108 Comparison of annual evaluation of
port service environment in different areas

3. Increases in industry evaluations are quite different, and the resource industry has the largest increase.

From an industry perspective, compared with 2018, increases in industry evaluations are quite different in
2019. The resource industry has the largest increase, from 4.18 points in 2018 to 4.60 points in 2019, reaching a
“very satisfactory” level, up by 0.42 points. The high-tech industry has the smallest increase, from 4.38 points in
2018 to 4.45 points in 2019, only up by 0.07 points.
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Chart 2-109 Comparison of annual evaluation of port service
environment in different industries

XI1I. Efficiency of business establishment is greatly improved

Business establishment and exit environment sub-indicators include the three secondary indicators of
access to land, environmental formalities and bankruptcy formalities. In 2019, the overall score of business
establishment and exit environment is low, ranking ninth among the 12 first-level indicators.

(1) Nearly 80% of enterprises consider it satisfactory and above, and bankruptcy
formalities handling has a low satisfaction rate.

Business establishment and exit environment gets an overall score of 4.274 points, lower than the overall
score of the business environment in China, ranking ninth in the 12 first-level indicators. Regarding the sub-
indicators, evaluations are not much different (the difference is 0.04 points). Access to land gets the highest (4.21
points), followed by environmental formalities (4.22 points), and bankruptcy formalities gets the lowest (4.17
points).

Access to land Environmental formalities Bankruptcy formalities

Chart 2-110 Evaluation of business establishment and exit
sub-indicators

From the perspective of satisfaction rate, it is 81.40%, far lower than the overall satisfaction rate of the
business environment in China (90.5%). 16.7% of the surveyed enterprises give a “fair” evaluation and 1.80%
give a “poor or below” evaluation. In terms of the sub-indicators, the satisfaction rates are all around 80%.
Access to land has the highest satisfaction rate of 81.20%, and bankruptcy formalities has the lowest, which is
less than 80% and at only 76.30%, and over 20% (reaching 20.60%) of enterprises give it a “fair” evaluation.
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Chart 2-111 Proportion of satisfaction rate of business establishment and exit sub-
indicators

According to questionnaire surveys among enterprises, the average procedures, time and fees for starting a
business are respectively 4.81 items, 6.50 working days and 7.23%. Construction permits handling procedures,
time and fees are respectively 5.11 items, 7.97 working days and 6.04%. Property rights registration procedures,
time and fees are respectively 4.76 items, 6.30 working days and 4.31%. Credit loan handling procedures,
application materials and handling time are respectively 4.09 steps, 4.97 items and 7.91 working days. Power
access handling procedures, application materials and handling time are respectively 4.39 steps, 4.31 items
and 7.17 working days. Water and gas access handling procedures, application materials and handling time are
respectively 4.37 steps, 4.62 items and 6.01 working days. Business cancellation materials, fees, procedures and
time are respectively 4.75 items, 149.23 yuan, 3.87 steps and 7.11 working days. In bankruptcy liquidation, the
average proceedings expense rate is 4.31%, and the liquidation recovery rate is 6.79%.

Table 2-16 Overall information on sub-indicators of business establishment and exit environment

Item Average Item Average
Procedures (items) 4.81 Procedures (items) 4.76
Business establishment Time (working days) 6.50 Prap(.erty r.ights Time (working days) 6.30
registration
Expense rate (% of per capita income) 723 Expense rate (% of property value) 431

Bankruptcy proceedings expense rate (%)

Liquidation recovery rate (%)

(2) Regional evaluations are different, and the evaluation in the central area is higher.

From a regional perspective, the evaluation of business establishment and exit environment is the highest in
the central area (4.31 points), followed by the east (4.20 points), and the west gives a lower score (4.14 points).
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From the perspective of satisfaction rate, the west is quite from the east and the central area, and the
difference between the east and the central area is small. The central area has a slightly higher satisfaction rate of
83.80%, followed by the east at 83%, and the west has a lower satisfaction rate of 76.60%.
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Chart 2-112 Comprehensive evaluation of business establishment and

For the sub-indicators of business establishment and exit environment, the central area gives the highest
evaluations to the three sub-indicators, with access to land getting the highest score (4.32 points). The western
area gives the lowest to all the three sub-indicators, with bankruptcy formalities getting the lowest (4.04 points).
Regional evaluations of bankruptcy formalities show the largest difference of 0.28 points.

Table 2-17 Evaluation of business establishment and exit environment sub-indicators in different areas

Access to land Environmental Bankruptcy .
. formalities formalities Bus.lness
Ranking establishment
Area Score Area Score Area Score and exit
1 Central area 4.34 Central area 4.32 Central area 4.32 Central area
2 Eastern area 4.18 Eastern area 4.26 Eastern area 4.19 Eastern area
3 Western 417 Western 4.0 Western 4.04 Western area
area area area

(3) Industry evaluations show a clear tiered distribution pattern, and the resource industry
gives a high evaluation and the service industry and building industry give lower evaluations.

From an industry perspective, evaluations are quite different. The resource industry (4.33 points), traditional
manufacturing industry (4.28 points) and other industries (4.25 points) all give scores over 4.25 points, belonging
to the first tier. The high-tech industry (4.16 points) and the building industry (4.13 points) are between 4.10 and
4.20 points, belonging to the second tier. The service industry (4.01 points) is lower than 4.10 points, belonging
to the third tier.

Regarding satisfaction rate, industries are quite different. The resource industry (87%) and traditional
manufacturing (85.10%) exceed 85%. Other industries (83.10%) and high-tech industry (80%) are between 80%
and 85%. The service industry (73.80%) and building industry (70.20%) are lower. The highest value and the
lowest have a difference of 16.8 percentage points.
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Chapter II. Evaluation Score of Chinese Business Environment Sub-indicators
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Chart 2-113 Proportion of satisfaction rate of business establishment and
exit environment in different industries

In terms of the sub-indicators of business establishment and exit environment, industry evaluations are
quite different. The resource industry gives the highest evaluations to all the sub-indicators, with the highest
score given to environmental formalities (4.43 points); the service industry gives the lowest evaluations to the
sub-indicators, with the lowest given to access to land (3.93 points). The highest and lowest scores differ by 0.50
points.
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Chart 2-114 Evaluation of business establishment and exit sub-indicators in
different industries

1. There are many procedures for starting a business in the traditional manufacturing industry, and the
high-tech industry needs a long time and high fees.

The complexity of the procedures, time and fees required to start a business in different industries are not
much different. Based on the average business establishment procedures, the traditional manufacturing industry
has the most procedures (5.46 items), and the service industry has the least (4.24 items). The rest industries are
between 4.40 and 4.95 items.

Seen from the time required to start a business, the high-tech industry spends the longest time (8.81 days),
followed by traditional manufacturing and service industry (6.69 days and 6.40 days respectively), and resource
industry is the least time-consuming industry (4.90 days).

Seen from the fees required to start a business, the high-tech industry has the highest average fees (9.30%),
followed by other industries and traditional manufacturing (7.90% and 6.69% respectively), and the resource
industry is the least money-consuming (4.70%). The rest industries are between 5.0% and 6.0%.
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Chart 2-115 Average procedures, time and fees for business establishment in
different ind ustries

2. The high-tech industry needs to go through many procedures, spend a long time and pay high fees to
handle construction permits..

From the perspective of handling procedures, different industries need to go through a similar number of
procedures to get construction permits. The high-tech industry faces the most procedures (6.23 items), followed
by traditional manufacturing (5.45 items), and the rest industries face less than 5 items, with the least items in
other industries (4.42 items).

Seen from the handling time, industries vary greatly. The high-tech industry spends the longest time (12.88
days), followed by the resource industry and the traditional manufacturing industry (8.08 days and 8.01 days
respectively), and the rest industries spend less than 7 days.

Seen from handling fees, industries vary greatly. The high-tech industry has a construction permit handling
fee of 12.88%, followed by traditional manufacturing (8.0%), and the lowest is in other industries (3.80%).
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Chart 2-116 Average procedures and fees for construction permits handling in
different industries

3. The high-tech industry needs to go through many procedures and spend a long time for property rights
registration, and the resource industry has high fees.

Different industries need to go through a similar number of procedures for property rights registration. The
high-tech industry faces the most procedures (5.84 items), followed by the service industry (5.44 items). The rest
industries face less than 5 items, with the least items in the resource industry (4.04 items).
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Chapter II. Evaluation Score of Chinese Business Environment Sub-indicators

In terms of time and fees required for property rights registration, the high-tech industry spends the longest
time (11.27 days), followed by the service industry (6.56 days), and the rest industries spend less than 6 days,
with the least days in the resource industry (4.00 days). The resource industry has the highest fees (5.20%),
followed by the service industry (5.00%), and the lowest is in the building industry (3.70%).
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Chart 2-117 Average procedures, time and fees for Property rights registration
in different industries

4. The resource industry has the highest bankruptcy proceedings expense rate and liquidation
recovery rate.

There are differences in the levels of bankruptcy proceedings cost and liquidation recovery in various
industries. The resource industry has the highest bankruptcy proceedings cost (5.70%), followed by the service
industry (4.44%), and the rest industries are all below 4%, with the building industry having the lowest (3.95%).
The resource industry also has the highest liquidation recovery rate (21.42%), followed by the high-tech industry
(8.41%), and the lowest is in the building industry (4.43%).
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Chart 2-118 Average bankruptcy expense rate and liquidation recovery rate
in different industries
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Chapter II. Evaluation Score of Chinese Business Environment Sub-indicators

(4) The overall score of business establishment and exit environment in 2019 is higher
than that in 2018.

Based on the average value of evaluations, the overall score of business establishment and exit environment
in 2018 was 4.03 points, and has risen to 4.274 points in 2019, up by 0.244 points.

1. Access to land sees the fastest increase and bankruptcy formalities sees a small increase in their
evaluation results.

For the sub-indicators of business establishment and exit environment, compared with 2018, all sub-
indicator evaluations have improved in 2019. Access to land has increased from 4.08 in 2018 to 4.21 in 2019,
an increase of 0.13 points, the largest increase; environmental formalities has increased from 4.10 to 4.22, an
increase of 0.12 points; bankruptcy formalities has increased slightly, by 0.11 points.
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Chart 2-119 Comparison of annual evaluation of satisfaction rate of
business establishment and exit environment sub-indicators

2. Most regional evaluations have improved to different degrees, and the increases in the central and
western areas are rapid.

From a regional perspective, compared with 2018, there are different degrees of improvements in the
evaluations by all areas in 2019. The central and western areas see rapid increases, both by 0.14 points; the
eastern part sees a slightly slower increase, by 0.10 points.
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Chart 2-120 Comparison of annual evaluation of
business establishment and exit environment in different areas
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Chapter II. Evaluation Score of Chinese Business Environment Sub-indicators

3. Evaluations in various industries have obviously improved, and the resource industry sees the largest
increase.

From an industry perspective, compared with 2018, evaluations by various industries have improved to
different degrees in 2019. The resource industry sees the most obvious improvement, from 4.06 points in 2018 to
4.38 points in 2019, an increase of 0.32 points, up by 7.88%; the high-tech industry sees the smallest increase, by
0.12 points.
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Chart 2-121 Comparison of annual evaluation of business establishment and
exit environment in different industries
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I. Over 90% of enterprises see positive growth in operation revenue

In 2019, 15.80% of enterprises see an operating revenue
increase by more than 10%, indicating a very good revenue
mVverygood  performance; 35.90% of enterprises see an operating revenue

% Good increase ranging from 5% to 10%, indicating a good revenue
& Fair performance; enterprises with a “fair” revenue performance
% Poor (operating revenue increase is 1%-5%) account for the biggest

" Verypoor  proportion of 38.50%; 9.80% of enterprises have a negative
operating revenue, in which those with a revenue decrease over
10% account for 2.10%. Overall, more than half of enterprises
(51.70%) maintain a good or very good level of revenue, and
those with positive growth of revenue account for 90.20%. Enterprises are in good operation.

Chart 3-1 Growth of operation revenue of enterprises

(1) The investment return in each area is quite different, and the central area has more than
70% of enterprises with good or very good returns.

Compared with the overall average investment return, enterprises with good or very good returns in the
eastern and central areas have surpassed the national average; the central area has the highest proportion of
enterprises with good or very good returns (54.70%), and the western area has the lowest (at only 47.00%), lower
than the national average; the western area has the highest proportion of enterprises with fair returns (41.30%);
the proportion of enterprises with poor or very poor returns exceeds 10% in both central and western areas, of
which the highest proportion in the central area (13.30%).
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Chart 3-2 Return on investment in different areas
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Chapter III. Operation and Investment Status of Chinese Enterprises

(2) Nearly 70% of high-tech enterprises have good or very good investment returns.

There are differences in investment returns in different industries. The investment return in the high-
tech industry is the best, with the proportion of enterprises with good or very good returns reaching as high
as 69.70%; the resource industry and building industry rank second, with proportions of 60.90% and 55.10%,
respectively, and the lowest is in other industries, at 46.8%. The high-tech industry has the highest proportions
of enterprises with good or very good returns (26.70% and 43.00% respectively), and over 40% (42.70%) of
enterprises in other industries have fair returns, while enterprises with good or very good returns are less than
50%. Only a very small number of enterprises have very poor returns, and the proportion does not exceed 3% in
each industry.
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Chart 3-3 Return on investment in different industries

(3) The investment return in different natures of enterprises is not that different, and more
than half have good or very good returns.

The differences in the investment returns of different types of enterprises are small, and the proportion of
enterprises with good or very good returns is over 50% in each type of enterprises. Among enterprises with very
good returns, both state-owned enterprises and other types of enterprises exceed 20%, respectively at 22.50%
and 21.60%, followed by private enterprises and wholly foreign-owned enterprises, respectively at 15.60%
and 14.20%. Among enterprises with good returns, both partnership and collectively-owned enterprises exceed
40%, at 54.5% and 48.70% respectively, and the rest enterprises account for 30%-40%. Among private and
collectively-owned enterprises, enterprises with fair returns take up high proportions, at 39.90% and 38.60%
respectively.
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Chart 3-4 Return on investment in enterprises of different natures
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Chapter III. Operation and Investment Status of Chinese Enterprises

(4) Returns of enterprises show declines, and high-tech enterprises grow against the trend.

Compared with 2018, the proportion of enterprises with good or very good returns in 2019 has slightly
decreased, from 54.99% in 2018 to 51.74% in 2019, a decrease of 3.25 percentage points. However, the
proportion of enterprises with very good returns has slightly increased, from 13.70% in 2018 to 15.80% in 2019,
an increase of 2.1 percentage points; the proportion of enterprises with poor or very poor returns has increased by
3.35%, showing a slight decline in corporate revenue across the country.
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Chart 3-5 Comparison of revenue on a yearly basis

The changes in the revenue of enterprises in various areas are large. Compared with 2018, the revenue
in most areas in 2019 has declined. The proportion of enterprises with very good returns has increased in both
eastern and central areas, with the central area seeing a significant increase of 6.40%; the proportion slightly
declines in the west (-1.60%). In enterprises with good returns, all areas have experienced declines. The decline
in the west is particularly noticeable, down by 20.1%. Only the eastern area has a proportion of enterprises with
positive revenues higher than that in 2018, and the increase is not obvious, only by 0.30%. In enterprises with
negative revenues, all areas show increases, and the increase in the west is the biggest, by 7 percentage points.
Opverall, corporate revenue has declined.
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Chart 3-6 Comparison of revenue in different areas in 2018 and 2019

From an industry perspective, compared with 2018, the proportion of enterprises with positive revenues
has declined in most industries in 2019, but the high-tech industry grows against the trend, with the proportion
increasing from 94% in 2018 to 95.40% in 2019. The growth rate of the proportion of enterprises with an
increase of more than 10% is the fastest, from 23.10% in 2018 to 26.70% in 2019. The proportion of enterprises
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with positive revenues drops the fastest in the building industry (from 97% in 2018 to 90.50% in 2019).

Others in 2019

Others in 2018

Service industry in 2019

Service industry in 2018

Building industry in 2019
Building industry in 2018
Resource industry in 2019
Resource industry in 2018
High-tech industry in 2019
High-tech industry in 2018
Traditional manufacturing in 2019
Traditional manufacturing in 2018

0%
M Very good

20% 40% 60% 80%
M Good M Fair Poor Very poor

Chart 3-7 Comparison of revenue on a yearly basis

II. Change trend of revenue in the past 5 years is promising

(1) The investment return of Chinese enterprises shows a favorable change trend in the

past five years.

3.6%

2.5%

M Continue to rise
Continue to decline
Small range fluctuations

M Large range fluctuations
Others

54.0%

8.6%

Chart 3-8 Change trend of revenue in the past 5 years

31.20% of enterprises see continuous increases in their
returns in the past five years, and their operations are in good
condition. Only 8.60% report continuous declines in their returns
in the past five years. More than half (54.00%) report small-range
changes in investment returns in the past five years, and only 3.60%
report large-scale fluctuations. Overall, in the past five years, over
80% (85.20%) of enterprises see continuous increases and small-
range changes in their returns.

(2) The proportion of enterprises whose investment returns have continued to rise exceeds

30% in all areas.

In the past five years, the investment returns in various areas have not changed much, and the proportion
of enterprises with small-scale fluctuations of returns exceeds 50% in all areas, among which the east has the
highest proportion (54.60%) and the central area has a lower proportion (50.40%); the proportion of enterprises
whose investment returns have continued to rise exceeds 30% in all areas, without large differences. The highest
is in the central area (33.90%), followed by the west (32.80%); the proportion of enterprises whose returns have
continued to decline is not high in each area, with the highest proportion in the central area (10.80%) and the
lowest in the east (8%); there are only a few cases of large-scale fluctuations of returns, and the proportion of

such enterprises is under 4% in all areas.
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Chart 3-9 Change trend of return on investment in different areas in the past 5 years

(3) The resource industry and high-tech industry have the highest proportions of
enterprises whose returns have continued to rise.

In terms of industries, the resource industry and high-tech industry have the highest proportions of
enterprises whose returns have continued to rise, which are at 44.10% and 41.00%, respectively, showing a
good development trend; the service industry has the highest proportion of enterprises whose returns have
continued to decline, which is at 10.70%; the building industry has the highest proportion of enterprises whose
returns experience small-range fluctuations, reaching 62.80%; the service industry has the highest proportion of
enterprises whose returns experience large-range fluctuations (4.50%).

100% 2.1% 1.8% 9 9 2.3% 39%
80%
60%
40%
20%
0%
Traditional High-tech Resource Building Service Others
manufacturing industry industry industry industry
M Continue to rise M Continue to decline M Small range fluctuations

Large range fluctuations = Others

Chart 3-10 Change trend of return on investment in different industries
in the past S years

(4) The investment return of enterprises in 2019 has improved compared with 2018.

Compared with 2018, the proportion of enterprises whose returns have continued to rise in the past
five years has slightly increased in 2019, from 30.60% in 2018 to 31.20% in 2019, an increase of 0.60%; the
proportion of enterprises with continuous declines of returns has decreased, from 9.70% in 2018 to 8.60% in
2019, down by 1.10%. The proportion of enterprises with small-scale fluctuations of returns is the same as that in
2018, both of which are at 54.00%, and the proportion with large-scale fluctuations sees a slight increase (up by
0.01%) from 2018. Overall, the investment return of enterprises in 2019 has improved compared to 2018.
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Chart 3-11 Comparison of revenue in the past 5 years on a yearly basis

Returns of enterprises in various areas have seen both increases and decreases in the past five years.
Compared with 2018, the proportion of enterprises with continuous rises of returns has increased in the central
area in 2019, from 28.80% in 2018 to 32.70% in 2019; the proportion with continuous declines of returns has
decreased in both eastern and central areas, while in the west, the proportion has increased, from 5.50% in 2018
t0 9.30% in 2019; the proportion with small-scale fluctuations has decreased in both central and western areas.

Western area in 2019 .89
Western area in 2018 2%
Central area in 2019 8%
Central area in 2018 6%
Eastern area in 2019 7%
Eastern area in 2018 9%
0% 20% 40% 60% 80% 100%
M Continue to rise W Continue to decline ¥ Small range fluctuations
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Chart 3-12 Comparison of revenue in different areas in the past 5 years
ona yearly basis

Among the various industries, the resource industry sees the biggest increase in the proportion of
enterprises with continuous rises of returns in the past five years, from 28.80% in 2018 to 44.10% in 2019, an
increase of 15.3 percentage points; the building industry sees the biggest decrease, down by 16.3 percentage
points. The proportion with continuous declines has not changed much, with the change between -2.70%

Others in 2019

Others in 2018

Service industry in 2019

Service industry in 2018

Building industry in 2019
Building industry in 2018
Resource industry in 2019
Resource industry in 2018
High-tech industry in 2019
High-tech industry in 2018
Traditional manufacturing in 2019
Traditional manufacturing in 2018
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Chart 3-13 Comparison of revenue in different industries in the past5 years
on a yearly basis
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and 0.50%. The building industry sees the biggest change in the proportion of enterprises with small-scale
fluctuations of returns, from 50.00% in 2018 to 62.80% in 2019, an increase of 12.8 percentage points.

ITI. Cost increase and fierce market competition problems are prominent

(1) Over 70% of enterprises believe cost increase and fierce market competition are the
most prominent problems.

Enterprises believe that the prominent problems in the production and operation process are cost increase
and fierce market competition, accounting for 76.90% and 74.20% respectively. Insufficient financial support,
excessive taxes and fees, and policy instability are also of concern to enterprises.

Others
Policy instability
Excessive taxes and fees

Insufficient financial support

Fierce market competition 2%

Cost increase 6.9%

0.0% 20.0% 40.0% 60.0% 80.0% 100.0%

Chart 3-14 Main problems encountered by enterprises in production and operation
The proportion of enterprises paying attention to cost increase is over 70% in all areas, with that in the
central area exceeding 80% (81.20%); the proportion of enterprises paying attention to fierce market competition
is also over 70% in all areas, with that in the east at the highest (74.80%). Eastern and central area enterprises
are most concerned about cost increase, and western area enterprises are most concerned about fierce market
competition. In addition, enterprises have reported insufficient financial support, accounting for more than 30%
in all areas, with the proportion in the west exceeding 40% (44.80%).

80.0%
60.0%
40.0%
20.0%
0.0%
Eastern area Central area Western area
M Cost increase [ Fierce market competition Insufficient financial support
Bl Excessive taxes and fees Policy instability Others

Chart 3-15 Main problems encountered by enterprises in different areas
in production and operation

From an industry perspective, the most important problem in the traditional manufacturing, high-tech,
resource and building industries in the production and operation process is cost increase (81.50%, 81.20%,

160



£=

fth
|
[H]
=
E
R
ot
A7
>
l\ .

%
=

AN AN FHABAT 2 T 3735 4+ B8 80 (03 74, 80%. 78.20%) o FE &Sz FEANE o) /iy
M, @FENIE (42.50%) 5 Fid i & b, BIRAT W ERCARIE (27.60%) ;
BURARRE R, RSATIE AT (19%)

& 3-1 ARTAEFEEIET BN EE B

i BAHA = L FRAT AL IR 547 ke HAk

MRAIEZ81. 5% | mAIRDS81.2% | M AIRD69. 0% | M AIRZ82. 3%

A ARBTA, %

MASE A AN A ER S AR A RER o A T i i fe 2 ), oy, AhRg
M A B f s (82.30%) 5 T 56 il Wil e AR A A AR H A Al ) fi T 22 o) @ (4
A T5.10% 77.10%) 5 FEARSCREAR A F, K A H A 8 =K n R, Hodr,
AAkARMY e (53.20%) , AHARR BT AL A AR B A7 A e E R R =K A R

R 3-2 ARMAEFEE SR B R EE &

D PSS EOLE = S RS 20
23 | TR A ‘ . ‘ ‘ bR | TR sa
75. 1%

J 77.1%

‘ “ . ; H K } = N “‘; ‘ = "
e A ¥ ‘ ARB | THEFBRIA| T HESHA | THESFRIN | THEFHAN| RARS
73.2% 4. 7% 74. 3% 73. 5% 71. 4% 70. 1% U

BORRARR
23. 4%

BAIAER | BEFRE | BEAFBRE | BMATRRKE | BERRE BAETAER
17. 3% 9.2% 15. 7% 16. 6% 12. 0% y 10. 4%

(Z) #tHEE 2018 &, 2019 F & XETmIAT=SFEZ O/

55 2018 FEAHEL, 2019 AF ARV B o OIE B HT = K Ial U AR S iy T 3 5 G B A
SR REANGE o AR i I RE PR A 2018 SEAH A 3%, L 2018 4E FBE 1 3. 6 AN 43 s
e BN WA M, BEFNE T 2.5 NED . [\, ARl kA
i i) R S B A ek IR E . FH 2018 4 29. 90% $E 4 2019 4R 36. 10%, 5 6.2
ANEIF R BUS RIS ) S e R M, SLELAI B 2018 4F 27. 00% [£ % 2019
IR 22.60%, TFFET 4.4 ANEIT R

161



Chapter III. Operation and Investment Status of Chinese Enterprises

69.00% and 82.30%, respectively), and the most important problem in the service and other industries is fierce
market competition (74.80% and 78.20% respectively). In terms of insufficient financial support, the building
industry is the most concerned (42.50%); the resource industry is most concerned about excessive taxes and fees
(27.60%); the service industry is most concerned about policy instability (19%).

Table 3-1 Main problems in production and operation in different industries

Traditional . . . e .
manufacturing High-tech industry| Resource industry | Building industry | Service industry Others
Cost Cost Cost Cost
increase81.5% increase81.2% increase69.0% increase82.3%

Cost
increase74.6%

Cost
increase72.7%

Excessive taxes | Excessive taxes | Excessive taxes Policy Excessive taxes | Excessive taxes
and fees26.2% | and fees24.3% | and fees27.6% | instability21.0% | and fees22.9% | and fees17.7%

Policy Policy Excessive taxes | Excessive taxes Policy Policy
instability14.1% | instability9.7% | and fees16.6% [ and feesl17.7% [ instability19.0% | instability16.5%

Others 4.8% Others 6.5% Others 9.0% Others 14.9% Others 9.5% Others 8.7%

In different natures of enterprises, cost increase is the most important problem faced by most enterprises,
and wholly foreign-owned enterprises account for the highest proportion (82.30%). Fierce market competition
is the most important problem for collectively-owned and other enterprises (75.10% and 77.10% respectively).
Most enterprises list insufficient financial support as the third largest problem, and partnership enterprises take up
the highest proportion (53.20%). However, wholly foreign-owned enterprises consider excessive taxes and fees
to be the third largest problem.

Table 3-2 Main problems in production and operation in different enterprises

State-owned Collectively- . . Sino-foreign '.IVS Wholly foreign- Partnership
. . |Private enterprises| and cooperative > . Others
enterprises  [owned enterprises . owned enterprises|  enterprises
enterprises
Cost increase F;z:ﬁ:;nﬁ?g(:t Cost increase Cost increase Cost increase Cost increase F;z;c]:;nﬁzré{:t
0, 0, 0, 0, 0,
79.4% 75.1% 77.8% 73.9% 82.3% 71.4% 77.1%
Fierce market . Fierce market Fierce market Fierce market Fierce market .
.. Cost increase . .. . . Cost increase
competition 74.7% competition competition competition competition 65.1%
73.2% e 74.3% 73.5% 71.4% 70.1% 0

Excessive taxes
and fees 22.6%

Excessive taxes | Excessive taxes | Excessive taxes | Excessive taxes
and fees 21.6% | and fees 27.9% | and fees 22.7% | and fees 20.4%

Policy instability | Excessive taxes
23.4% and fees 22.9%

Policy instability | Policy instability | Policy instability | Policy instability
17.3% 9.2% 15.7% 16.6%

Policy instability | Excessive taxes | Policy instability

and fees 19.5% 10.4%

(2) Compared with 2018, enterprises are most concerned about fierce market competition
in 2019.

Compared with 2018, the top three problems of concern to enterprises in 2019 are cost increase, fierce
market competition and insufficient financial support. Cost increase has been slightly mitigated compared to
2018, down by 3.6 percentage points from 2018; fierce market competition is also slightly eased, down by 2.5
percentage points from last year. At the same time, the proportion of enterprises concerned about insufficient
financial support has increased significantly, from 29.90% in 2018 to 36.10% in 2019, up by 6.2 percentage
points. Excessive taxes and fees are also eased to a certain extent. The proportion of enterprises concerned about
this problem has dropped from 27.00% in 2018 to 22.60% in 2019, down by 4.4 percentage points.
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Chart 3-16 Comparison of concerns of enterprises on a yearly basis

IV. Enterprises value market development and use of local resources the
most when making an investment

(1) More than half of enterprises mainly consider better market development and use of
local resources when investing in a place.

Over 40% of enterprises mainly value market development (45.50%) and use of local resources (42.20%)
when investing in a place. Over 30% believe establishing production bases (39.40%) and enjoying preferential
policies (34.40%) are also important investment considerations.

Others

Industry support

Use of local resources 42.2%
Less production costs
Preferential policies

Seeking of strategic cooperation

Establishment of production bases

45.5%

Market development

0.0% 10.0% 20.0% 30.0% 40.0% 50.0%

Chart 3-17 Main considerations for enterprises when investing in a place

From a regional perspective, enterprises in most areas prioritize market development and use of local
resources when considering investing in a place. Specifically, enterprises in the eastern area first consider
market development and preferential policies. Enterprises in the central area prioritize use of local resources
and establishment of production bases. Enterprises in the western area value use of local resources and market
development.
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Chart 3-18 Main considerations for enterprises when investing ina place in different
areas

From an industry perspective, traditional manufacturing industry focuses on establishing production bases
in the investment destinations (55.10%); building and service industries value market development the most
(66.70% and 76.80% respectively); resource industry is most concerned about using local resources (55.90%);
high-tech industry focuses on preferential policies (55.30%).

Table 3-3 Considerations for enterprises in different industries when investing in a place

Resource
industry

Traditional
manufacturing

High-tech
industry

Building industry | Service industry

Establishment of
production bases
55.1%

Use of local
resources 55.9%

Use of local
resources 51.9%

Use of local
resources 58.4%

Use of local
resources 42.9%

Use of local
resources 48.6%

Establishment of
production bases
44.1%

Establishment of
production bases
41.7%

Seeking of
strategic
cooperation 35.7%

Seeking of
strategic
cooperation 36.0%

Less production
costs 32.9%

Establishment of
production bases
28.6%

Less production
costs 40.8%

Less production
costs 38.8%

Establishment of
production bases
31.9%

Seeking of
strategic
cooperation 20.3%

Seeking of
strategic
cooperation 37.9%

Seeking of
strategic
cooperation 26.5%

Use of local
resources 30.1%

Less production
costs 14.0%

Less production
costs 21.4%

Less production
costs 17.6%

Establishment of
production bases
10.4%

Seeking of
strategic
cooperation 20.0%

Others 2.4%

Others 3.3%

Others2.9% Others5.9% Others8.8% Others8.4%

In enterprises of different natures, state-owned, collectively-owned, private, partnership and other types
of enterprises focus on market development (44.70%, 69.50%, 55.90%, 80.60% and 76.10%, respectively).
Sino-foreign JVs and cooperative enterprises are most concerned about establishing production bases (47.10%).
Wholly foreign-owned enterprises are most concerned about reducing production costs (71.0%).
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Table 3-4 Considerations for enterprises of different natures when investing in a place

Collectively-

Sino-foreign

‘Wholly foreign-

State-owned Private JVs and Partnership
. owned . . owned . Others
enterprises . enterprises cooperative . enterprises
enterprises . enterprises
enterprises
Market Market Market Establishment of . Market Market
. Less production
development development development production bases costs 71.0% development development
44.7% 69.5% 5.9% 47.1% o 80.6% 76.1%

Less production
costs 49.5%

Establishment of
production bases
33.8%

Market
development
41.2%

Establishment of
production bases
51.6%

Less production
costs36.1%

Establishment of
production bases
31.8%

Establishment of
production bases
30.6%

Less production
costs 35.3%

Market
development
29.0%

Less production
costs 15.9%

Less production

costs 25.9%

Establishment of
production bases
19.4%

Less production
costs 26.5%

Establishment of
production bases
32.6%

(2) Independent inspection and selection and government promotion of investment become
main channels of investment.

Over 50% (55.30%) of enterprises invest in a place based on independent inspection and selection. Over
30% (39.40%) of enterprises are attracted by government promotion of investment. 26.80% of enterprises invest
in new projects based on existing projects. 23.40% are driven by the same industry or related industries, and
16.50% follow third-party recommendations.

Others N 8.5%
Driven by the same industry or
related industries

I | 23.4%

Investing in new projects based on
existing projects

I | 26.8%

Third party recommendations | [N 16.5%

Investment promotion by local
governments

I | 39.4%

I | 55.3%

Independent inspection and selection

0.0% 10.0% 20.0% 30.0% 40.0% 50.0% 60.0%

Chart 3-19 Channels for enterprises to invest in a place
The most common choice of private, partnership and state-owned enterprises is independent inspection
and selection (59.90%, 50% and 39.20%, respectively). The most common choice of wholly foreign-

owned, partnership, Sino-foreign JVs and cooperative enterprises and collectively-owned enterprises is
investment promotion by local governments (52.70%, 50%, 48.50% and 41.40%, respectively). For third-party
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recommendations, collectively-owned enterprises account for the highest proportion (30.80%); state-owned
enterprises account for the highest proportion (32.30%) in investing in new projects based on existing projects;
private enterprises take up the highest proportion (24.80%) in being driven by the same industry or related
industries.

& Independent inspection and selection

100.0%

= Investment promotion by local governments

90.0% = Third party recommendations
Investing in new projects based on existing projects
80.0% Driven by the same industry or related industries
M Others
70.0%
59.9%
60.0% 49.0% 52.7%
S0.0% 48. 5% 47.7% 50.0%.50.0%
T Lo oo 41.4%
39.2% 9%
40.0% 3 A )
o 32.3% QS% 32.6% 27.9% 28.2% 9%
g o 0,
o 211% 203 JMS% .78% 8% 0 224%
0,
10.0% i T 5 7%
0.0%
State-owned Collectively-owned Private Sino-foreign JVs ‘Wholly foreign- Partnership
enterprises enterprises enterprises or cooperative. .. owned enterprises enterprises

Chart 3-20 Channels for enterprises of different natures to invest in a place

V. Individual investors are the main source of investment accepted by
enterprises

(1) Individual investors are the main source of investment accepted by enterprises

Among enterprises that have already accepted other investments, 53.50% of the enterprises report that their
main source is individual investors, followed by domestic enterprises (39.20%) and government support (31.30%),
and some enterprises also accept investment from foreign businesses (15.00%). A very few enterprises accept
investment from fund companies and other shareholders.

60.0% 53.5%
50.0%
39.2%
40.0%
31.3%
30.0%
20.0% 15.0%
10.6%
0.0%
Foreign enterprises Domestic enterprises Government support Individual investors Others

Chart 3-21 General sources of investment received by enterprises

From an industry perspective, the top two sources of investment in various industries are individual
investors and domestic enterprises. The building industry accepts the highest proportion of investment from
individual investors (61.80%), and the resource industry accepts the highest proportion of investment from
domestic enterprises (65.70%). Among all industries, government support is the third largest source of
investment, and takes up the highest proportion in the resource industry (35.80%). The service industry accepts
the highest proportion of investment from foreign companies (19.50%).
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Table 3-5 Sources of investment accepted by enterprises in different industries

Traditional
manufacturing

High-tech industry| Resource industry |Building industry| Service industry Others

Domestic
enterprises65.7%

Domestic
enterprises50.1%

Domestic
enterprises
32.7%

Domestic Domestic Domestic
enterprises35.2% enterprises34.2% |enterprises42.9%

Foreign
enterprises15.4%

Foreign Foreign Foreign
enterprises15.1% enterprises18.4% |enterprises19.5%

Foreign
enterprises
11.9%

Foreign
enterprises9.0%

(2) Company strength is the main factor in being invested in

Among enterprises that accept other investments, most of them believe the main reason behind investors’
choices is company strength (64.70%), followed
by technology R&D (40.90%). Brand awareness

(39.50%) and marketing model (34.90%) are also 60.0%
50.0% .
reasons many enterprises believe for being chosen 40.9% 3050

40.0% 34.9%
I I B
Others

Company strength Technology R&D Brand awareness Marketing model

70.0% 64.7%

by investors. In addition, some investors also regard 20.0%

development prospects and marketing channels as .

important factors in investment. 10.0%

Enterprises in most industries believe company — 0.0%
strength is the reason why investors choose them.
The building industry has the highest proportion of
enterprises (72.40%), followed by the traditional
manufacturing industry (70.40%). The resource industry believes marketing model is the most important reason

Chart 3-22 Reasons why investors choose a certain enterprise

for being chosen by investors (51.50%). The high-tech industry has the highest proportion of enterprises who
believe the main reason is technology R&D (63.70%). The building industry has the highest proportion of
enterprises who believe the main reason is brand awareness (53.90%).

Y 0,
80.0% 70.4% 72.4%

70.0%

60.0%
50.0%

40.0%
30.0%

20.0%
10.0%

0.0%

Traditional High-tech Resource Building Service Others
manufacturing industry industry industry industry
B Company strength M Technology R&D ¥ Brand awareness % Marketing model Others

Chart 3-23 Opinions of enterprises in different industries about reasons why investors choose them
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VI. Company location is the first destination choice of enterprises for
reinvestment

(1) 1/5 of enterprises have external investment projects, and company location is the first
destination choice for investment.

Among enterprises that have already reinvested, 68.30%
of the enterprises choose the location of the company, 26%

choose the east, and 22.90% choose foreign countries.
B Company location

Enterprises in each area regard company location as B Eastern area

the preferred destination for reinvestment. The western area ‘ B Central area
enterprises account for the highest proportion of 78.10%; Western area
the eastern area enterprises that choose to reinvest in the east 22.9% Foreign countries
account for 33.90%; the central area enterprises that choose to 13.8%

reinvest in the central area account for 23.80%. The proportion Chart 3-24 Destination choices of enterprises for
of enterprises choosing to reinvest in the west is the highest reinvestment

in the western area, at 16.00%; the proportion of eastern area
enterprises choosing to reinvest in foreign countries is 26.20%.

100.0% -
W Company location

78.1% M Eastem area
1 Central area
Westernarea———

Foreign countri

80.0%

63.9% 65.3%

60.0%

40.0%

20.0%

0.0%

Eastern area Central area Western area

Chart 3-25 Destination choices of enterprises in different areas for
investment

(2) Market size becomes the main consideration for choosing investment destinations.

Most enterprises mainly value the local market size (58.40%) when choosing their investment destinations,
followed by government emphasis (43.40%) and technology and brand (38.60%). At the same time, many
enterprises mainly consider marketing channels (33.80%) and energy resources (30.40%) when choosing
investment destinations.

70.0%
60.0%
50.0%
40.0%
30.0%
20.0%
10.0%

0.0%

58.4%

Market  Technology Government Energy Energy Others
size and brand emphasis  resources  resources

Chart 3-26 Reasons for investment destination choices
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Chapter III. Operation and Investment Status of Chinese Enterprises

From an industry perspective, all industries pay great attention to market size, and the proportion of
enterprises exceeds 50% in all industries. The building industry has the highest proportion (73.00%). In terms
of technology and brand, the high-tech industry has the highest proportion (47.20%), followed by the service
industry (43.50%); in terms of government emphasis and energy resources, the resource industry is the most
concerned (47.40% and 48.70% respectively); in terms of marketing channels, the building industry is the most
concerned (43.00%), followed by the service industry (38.40%).

80.0% 30%
70.0% 6Z0%
60.0% 282%

R EX .

. 472% 47.4% 48.7%

50.0% 4375% 45 1% 43.0%
10.0% % 38.4%

: i 33.8%
30.0% 00 —
20.0% T 12%

0.0%
Market Technology Government Energy Energy Others
size and brand emphasis resources resources
W Traditional M High-tech ™ Resource Building Service Others
manufacturing industry industry industry industry

Chart 3-27 Reasons for investment destination choices
in different industries

VII. Further opening up of the market is the most important business
opportunity in China

(1) 45% of enterprises believe further opening up the market is the most important
business opportunity.

The surveyed enterprises believe China’s most important business opportunity is the further opening up of
the market, and the proportion of enterprises believing so account for the highest proportion of 40.00%, which is
followed by digital technologies, including e-commerce and the Internet, and growth of consumption and middle
class in China, respectively at 37.90% and 37.60%. Increasing need for foreign-brand and high-quality products
ranks third, at 27.00%.

Others

Increasing need for foreign-brand and high-quality products

Further opening up of the market 40.0%
Digital technologies, including e-commerce and the Intemet 37.9%
Growth of consumption and middle class in China 7.6%

I T T T
0.0% 10.0% 20.0% 30.0% 40.0% 50.0%

Chart 3-28 What is the most important business opportunity in China
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(2) Enterprises in different areas have different understandings of the most important

business opportunity.

Enterprises in different areas have different understandings of the most important business opportunity.
Eastern area enterprises believe growth of consumption and middle class in China is the most important business
opportunity (47.30%), followed by digital technologies, including e-commerce and the Internet (45.70%). Central
and western area enterprises believe further opening up of the market is the most important business opportunity,
with the western area has the highest proportion of enterprises thinking so (42.40%). In addition, central area
enterprises believe growth of consumption and middle class in China is also one of the most important business

opportunities in China.
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10.0%
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Chart 3-29 Opinion of enterprises in different areas about important business
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Chapter IV China’s Achievements
in Fostering a Better Business Environment

In recent years, the CPC Central Committee and the State Council have issued a series of measures aimed
at optimizing the business environment in China and local governments and authorities have been assiduously
implementing the national strategic deployment, further deepening the reform and expanding market opening,
thus effectively arousing the market vitality and social creativity, and giving great impetus to the continuous
improvements in the business environment.

[.The policy and government environment continues to be optimized

Since the beginning of 2019, China has injected new impetus into high-quality economic development
by unveiling a number of policies and regulations aimed at optimizing its business environment and
comprehensively deepening the reform of “streamlining administration, delegating power and improving
government services”. According to the CCPIT questionnaire survey, enterprises surveyed in 2019 give generally
high scores on the policy and government environment and nearly 90% of these enterprises are satisfied or very
satisfied.

1. Comments and suggestions have been extensively solicited from experts and enterprises
before the introduction of relevant policies and regulations

Since the beginning of 2019, the Chinese government has issued a series of policies and regulations, with
the system of policies and laws for the business environment continuously improved. In the development of
such policies and regulations, China has attached great importance to hearing comments and suggestions from
all stakeholders, especially experts and enterprises, so that policies and regulations can be more scientific and
focus more on bottlenecks and difficulties facing enterprises. For example, Premier Li Keqiang presided over
a symposium on January 15, 2019, hearing opinions and advice from experts, scholars and businesses on the
Report on the Work of the Government (Exposure Draft); Li chaired a symposium on the economic situation
with experts and entrepreneurs on July 15, analyzing the current economic operations and hearing opinions and
advice. Authorities concerned have also paid attention to extensively listening to opinions and suggestions from
enterprises in the development of laws and regulations. As at the end of August 2019, China has solicited public
opinions for 15 draft laws.

1. The first national administrative regulation for a better business environment has been
issued

On July 14, NDRC led and worked with relevant authorities in the study and development of the
Regulation on Optimizing the Business Environment (Exposure Draft) and solicited public opinions on the draft.
On October 8, Premier Li hosted an executive meeting of the State Council, which deliberated and approved the
Regulation on Optimizing the Business Environment (Draft), providing institutional guarantee for investment
and business start-up by various market players through government legislation. This is the first formal national
administrative regulation to optimize the business environment, which covers market environment, government
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services, regulation and law enforcement, guarantee from the rule of law and other aspects. By incorporating
a large number of effective policies, experience and practices in optimizing the business environment over the
years into laws and regulations, so that they are further systematic and normative and more authoritative, time-
based and legally binding, China provides more powerful institutional guarantee and support for optimization of
the business environment.

iii. The reform of “streamlining administration, delegating power and improving
government services” is being expanded with higher efficiency

Since the beginning of 2019, the reform of “streamlining administration, delegating power and improving
government services” has made headway in depth..

Firstly, the government has stepped up its efforts to delegate power. Governments at all levels continue
to seek multiplication of market vitality through reduction of government power, delegate power to the market
and return power to enterprises, so as to address problems such as excessive control, high thresholds, heavy
restrictions and complex procedures in economic and social life. On February 13, the central bank released the
Notice on Cancelling the Issuance of the License for Opening Enterprises’ Bank Accounts, which states that the
issuance of the license for opening enterprises’ bank accounts shall be cancelled in batches by the end of 2019.
As of July 22, the issuance of license for opening enterprises’ bank accounts had been cancelled nationwide, 5
months ahead of schedule. This means the 25-year licensing for opening enterprises’ bank accounts officially
came to an end. On March 6, the State Council decided to cancel 25 administrative licensing items and delegate
to lower-level authorities 6 administrative licensing items. On June 25, the State Council held a national
picturephone meeting on deepening the reform of streamlining administration, delegating power and improving
government services and optimizing the business environment, where Premier Li requested to cut the types of
industrial production license by more than a half in 2019 and to cancel and delegate to lower-level authorities
more than 50 administrative licenses at the central level.

Secondly, great progress has been made in the reform of the commercial system. The commercial system
reform, as an offensive move and the key to the reform of “streamlining administration, delegating power and
improving government services”, has stimulated the inherent vitality of market economy and improved the
government environment for enterprises. On February 26, the General Office of the State Council officially
released the Circular on Reducing the Time Required for Immovable Property Registration, which proposes to
strive to reduce the time required for general registration and mortgage registration in all cities and counties to
less than 10 and 5 working days, respectively, by the end of 2019 and both to less than 5 working days at the end
0f 2020. In the first half of 2019, the time required for setting up a business in China had been cut from averagely
20 days in 2018 to less than 8.5 days, with 19,400 new businesses set up on average every day, representing a
year-on-year increase of 7.1%, and at the same time, 717,900 enterprises withdrew from the market through
simple cancellation procedures throughout the country”. In the survey, the enterprise establishment and exit
environment in 2019 scores 4.274 points, an increase of 0.244 points over 2018, when the score was 4.03 points.

Thirdly, the market regulation mechanism is getting perfect. On February 15, the State Council printed and
released the Opinions on Comprehensively Implementing the Oversight Model of Random Inspection and Public
Release in Market Regulation, which requires market regulatory authorities to complete process integration for
random inspection by the end of 2019 and maintain full coverage of the oversight model of random inspection
and public release by authorities concerned in the field of market regulation by the end of 2020. On July 18,
at the briefing held by the State Council Information Office (SCIO) to accelerate the construction of the social
credit system and the new credit-based regulatory mechanism, officials from the State Administration for
Market Regulation (SAMR) stated that the SAMR has developed a unified list of random inspection items,
which includes 25 categories of 69 items, with the oversight model covering 5% of the enterprises every year.

@ China witnessed averagely 19,400 new businesses every day in the first half of 2019, increasing 7.1% year on year —
Xinhuanet, July 5, 2019
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Meanwhile, random inspection will be combined with enterprise credit risk classification and regulation, so as to
determine the scientific proportion of random inspection based on enterprise risks and credit and thus effectively
raise regulatory efficiency. Continuous improvements in comprehensive and intelligent regulation have further
reduced the burden on enterprises and made regulation more scientific and normative.

— — — — — — — — — — — — — — — — | — — —

Case study: the commercial system reform has made remarkable headway in Guangxi

In recent years, Guangxi continues to deepen the reform of “integrating multiple certificates into one

license”, integrate the catalogue of business-related items and form the model of “integrating 39 certificates |

into one license” with Guangxi characteristics. It has promoted the reform of “separation of business licenses
and government permits” by handling 100 examination and approval items in four ways, such as directly
cancelling examination and approval, replacing examination and approval with filing, implementing notification

commitment and optimizing access services, throughout the region. Also, it has energetically pushed forward |

the reform of simple market player cancellation, saving cancellation fees for enterprises and effectively cutting
institutional transaction costs. Meanwhile, Guangxi has shifted the focus of investment management from prior
examination and approval to the new management model with guidance of policy-based conditions, enterprise
credit commitment and effective regulatory constraints at its core, and promoted the application of the online
joint examination and approval regulatory platform for investment projects. Of the 134 government service
centers at the city and county (district, development zone) levels throughout the region, 115 ones have service
integration among authorities concerned for new businesses and 91% of the cities and countries (districts and
development zones) have basically achieved completion of services within one working day; most cities and
counties have realized completion of land use pre-examination within 10 working days, completion of approval
of investment projects within five days, completion of filing within two working days and completion of energy
audit within nine working days.

—_— e—— e— e— e— e— e— e— e— e— — m— — m— — m— — — —

iv. Preliminary completion of construction of main function part of the national service
platform of government affairs

In recent two years, to promote the "Internet Plus Government Services" and accelerate the building of
the government service platform, China has successively issued a series of important documents such as the
Guiding Opinions of the State Council on Vigorously Advancing the “Internet Plus” Action, the Circular on
Issuing the Guidance for Building the Technical System of "Internet Plus Government Services", and Guiding
Opinions on Further Improving More Convenient Approval Services, Circular on Printing and Issuing the
Implementing Program for Further Improving Internet Plus Government Services and Promoting the Reform for
Providing Online, Offline and In-person Access to One-stop Government Services, and the Guiding Opinions
on Accelerating the Promotion of the Building of National Integrated Online Government Service Platform.
Among them, the release of the Guiding Opinions on Speeding up the Building of National Integrated Online
Government Service Platform conforms to the requirements of transforming government service platform from
separate construction to centralized management, from isolated information island to collaborative sharing.
This document defines the basic principles, work objectives, main tasks and guarantee measures for building a
national integrated online government service platform, and integrates all kinds of government service resources
by making full use of the government service platforms already built by the relevant departments in various
regions, so as to equip the national government service platform with higher level of intensive construction,
standardized management and service facilitation.

In April 2019, the Several Provisions of the State Council on Online Government Services (hereinafter
referred to as the Provisions) was released, in a bid to comprehensively standardize and facilitate government
services and, deliver a more efficient, convenient service to the public and enterprises, and foster a better business
environment. Meanwhile, the Provisions also specified that efforts should be made to accelerate the building of
nationally integrated online government service platform, facilitate the standardization, streamlining and inter-
connectivity of government service platforms at all regions and departments, promote the nationally unified
standards to be adopted in all government services, expedite online handling for all procedures, advance the
sharing of government services and business collaboration across all regions, departments and levels, and push
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ahead with the deep integration of online and offline channels for government services through the integrated
online platform. Using nationally unified standards can help make clear of the baseline in all government
services, so that same situations can be treated equally and different conditions will be handled properly with
tailored methods. While the online handling of all procedures can ensure that data, instead of the people, travel
the distance.

By July 2019, the major section of the national government service platform that carries the main functions,
as the hub of handling all matters through one network, has been completed and has come into trial operation.
It has largely enabled such functions as ID authentication, issue management, E-ID, E-seal and data sharing. By
now, 32 provincial-level governments and more than 40 departments of the State Council have established their
government service platforms, and have almost finished their full connection to the national government service
platform. At the present stage, it is high time that the “handling all matters through one network” mode should be
promoted nationwide’.

v. Implementing tax cut and fee reduction policies on a larger scale

Since the beginning of 2019, along with the full implementation of tax cut and fee reduction policies, the
Ministry of Finance has also stepped up its efforts to work on policies that enable tax cuts on a larger scale and
fee reduction with more tangible benefits, which policies mainly involve four aspects”:

1. Fully implement general-benefit tax cut and fee reduction policies for small and micro businesses.
On March 17, 2019, the Ministry of Finance and the State Administration of Taxation released the Notice on
Implementing the Inclusive Tax Deduction and Exemption Policies for Small and Micro Businesses, which offers
improvements in four aspects: first, taxpayers with monthly sales less than RMB 100,000 (against the previous
line of RMB 30,000) will be exempted from value-added tax; second, for low-profit small businesses, taxation
standards will be lowered and preferential policies will be more favorable; eligible businesses include those with
total asset of less than RMB 50 million, the number of employees less than 300 persons, and taxable income
less than RMB 3 million. In terms of tax rate discount, for the portion of the annual taxable income of low-profit
small businesses not exceeding RMB 1 million, the taxable income shall be included in the taxable income by
25%, and the business income tax shall be paid at a tax rate of 20%; for those whose annual taxable income
exceeds RMB 1 million but does not exceed RMB 3 million, the taxable income shall be reduced by 50% to the
taxable income amount, and the enterprise income tax shall be paid at a rate of 20%. Third, part of the local taxes
paid by small-scale taxpayers can be halved, which means local governments are allowed to reduce, by less than
50%, local taxes, such as resource tax, urban maintenance and construction tax, stamp duty, urban land use tax,
farmland use tax, as well as educational surtax and local educational surtax in accordance with the procedures.
Fourth, expand the scope of application of preferential policies for science and technology startups. For venture
capital businesses and angel investors investing in technology startups, they will enjoy a deduction for 70% of
their total investment volume. The scope or standards of invested science and technology startups will be further
expanded: eligible businesses will be those with no more than 300 employees, total assets and annual sales
income of less that RMB 50 million.

2. Deepen value-added tax reform and further promote tax cuts in a more concrete manner.On March 21,
2019, the Ministry of Finance, the State Administration of Taxation and the General Administration of Customs
jointly released the Announcement on Reverent Policies for Deepening the Value-added Tax Reform to introduce
a set of tax cut measures of lowering the tax rate, gradually expanding its scope, strengthening supervision, and
applying tax refund: since April 1, the tax rates of 16% and 10% will be lowered to 13% and 9%; for the life
service sector and the producer service sector, their input VAT will be applied with additional deduction; the

@ The platform of “handling all matters through one network” and “regulating all maters through one network”enters a
critical phase in its development-- Economic Information Daily, July 11, 2019
@ The Ministry of Finance: Tax cuts and fee reductions focus on four aspects in 2019—JRJ.com, January 15,2019
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range of deductible input tax will be expanded; domestic passenger transport services will also be included into
the range; property services can be applied with lump-sum deduction; all sectors will trial run the refund of the
end-of-tax-period VAT credit.

3. Fully implement the revised Law on Personal Income Tax and its implementing regulations and ensure
the implementation of deduction of surcharges on 6 specialized items to lower the people’s tax burdens. From
January 1, 2019 on, the new Law on Personal Income Tax will be officially implemented. In 2019, the new
personal income tax threshold, which is RMB 5000, and its new tax rate table will be put into effect. Meanwhile,
the new law has also included 6 specialized items for deduction of surcharges, involving children’s education and
care for the elderly, in a bid to further promote equal taxation, which has lowered the people’s ax burdens.

4. Cooperate with relevant departments to proactively work on a comprehensive solution for lowering the
social insurance premium rate to further reduce social insurance contribution of enterprises. On April 4, 2019, the
General Office of the State Council released the Notice on Issuing the Comprehensive Plan of Reducing Social
Insurance Premium Rates. From May 1, 2019, the proportion of contributions paid by urban employee pension
insurance will be decreased. For provinces with the proportion of contribution of more than 16%, the proportion
will be lowered to 16%; for provinces with unemployment insurance contribution rate of 1%, the period for
phased reduction of unemployment insurance rates will be extended to April 30, 2020.

Compared to 2018, tax cut and fee reduction policies have been implemented with greater efforts on a
larger scale in 2019, hitting the hard parts and pain points of the current market entities. It is a major move in
improving environment, stimulate market vitality and unleash development potential. The policy will release
more tangible benefits when being further implemented in an orderly manner.

Reducing social security rates has started to produce some tangible results: in the first half of this year, the
actual cost reduction of enterprise employees’ pension insurance, unemployment insurance and industrial injury
insurance reached RMB 128.8 billion; the policy of adjusting the payment base has been gradually put in the
right place, and the actual burden reduction effect will be further enhanced in the second half of the year. It is
estimated that the annual reduction of social security contributions will exceed RMB 310 billion®.

Data released by the State Taxation Administration on July 23 showed that in the first half of this year,
China achieved a total of RMB 1.1709 trillion in tax cuts and fee reductions (about RMB 1.3 trillion in 2018),
including RMB 1.0387 trillion in tax cuts. It mainly includes VAT reform tax reduction of RMB 436.9 billion
(including tax reduction from adjusting VAT tax rate of RMB 118.4 billion, tax reduction from deepening VAT
reform of RMB 318.5 billion); the tax reduction from the general-benefit policy for small and micro businesses
is RMB 116.4 billion; the two-step reform of individual income tax adds up to a tax reduction of RMB 307.7
billion, with a cumulative tax reduction of RMB 1340.5 per capita. A total of 115 million people no longer have
to pay personal income tax on their wages’.

II.New height of opening up strategy

At present, China is promoting an opening up policy to the outside world. Highlights of building a new
open economic system are reflected in many aspects, for example, President Xi Jinping's announcement of five
major measures of opening up to the outside world at the opening ceremony of the first China International
Import Expo, the holding of the Belt and Road Forum for International Cooperation, the efforts to speed up the
expansion and upgrading of trade pilot zones, and the continuous shortening of the negative list for the access
of foreign investment. By doing so, China has become more confident, firm and calm on the road of opening up
to the outside world. A questionnaire survey on enterprises organized by the China Council for the Promotion of
International Trade shows that the foreign-funded enterprises surveyed are positive and optimistic about China's
opening-up strategy.

@® The effect of efforts to reduce social insurance contributions will be enhanced in the second half of 2019. It is
estimated that the annual reduction of social insurance contributions will exceed RMB 310 billion--- Economic
Information Daily, July 22, 2019.

@ The target of reducing RMB 2 trillion of taxes and fees has been achieved by nearly 60%. The annual scale of tax
cuts and fee reductions may exceed the expectation--China Economic Weekly, August 1, 2019.
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1. Introducing the new Basic Law in the Field of Foreign Investment in the new era

In order to further expand the opening-up, actively promote foreign investment, protect the legitimate
rights and interests of foreign investment, standardize the management of foreign investment, and promote the
formation of a new pattern of all-round opening up, the Chinese Government adopted the Foreign Investment
Law of the People's Republic of China at the Second Session of the 13th National People's Congress on March
15, 2019. The Foreign Investment Law, which will come into effect on January 1, 2020, will replace the previous
three major laws on foreign investment and become the new basic law in the field of foreign investment in the
new era. The formulation of the Foreign Investment Law is of great significance, which is an important move
to implement the Party Central Committee’s decisions and arrangements to expand the opening-up and promote
foreign investment; an objective requirement for China’s foreign investment legal system to keep pace with the
times and improve its development; as well as an objective requirement to promote the healthy development of
the socialist market economy and achieve high-quality economic development. The introduction of the Foreign
Investment Law will provide more foreign investors with stronger protection and a better business environment.
On December 12, 2019, the Executive Meeting of the State Council adopted the "Regulations for the
Implementation of the Foreign Investment Law of the People's Republic of China (Draft)" to stipulate measures
to promote and protect foreign investment. This draft will be implemented simultaneously with the Foreign
Investment Law on January 1, 2020, which represents a firm step for China to advance further opening-up with
the rule of law.

i1. Negative list for the access of foreign investment is gradually shortened

As an important part of China's opening up strategy, on June 30, 2019, the National Development and
Reform Commission and the Ministry of Commerce issued the Special Administrative Measures (Negative
List) for the Access of Foreign Investment (2019). The negative list for the access of foreign investment, further
shortening the length of the list, with number of entries reduced from 48 to 40, a reduction of 16.7%, and there
is no new or stringent restriction in all sectors; new opening up measures have been introduced in the fields of
transportation, value-added telecommunications, infrastructure, culture and other service industries, as well
as the manufacturing, mining and agricultural sectors, in a bid to allow foreign ownership enterprises or sole
proprietorship enterprise to operate in more areas. On the same day, the two ministries also issued the Special
Administrative Measures (Negative List) for the Access of Foreign Investment in Pilot Free Trade Zones (2019).
The number of items in the list is reduced from 45 to 37, a reduction of 17.8 percent. Based on the national-
level opening up strategy, this negative list removes restrictions on foreign investment in areas such as fishing of
aquatic products and printing and publications, and continues to open wider to the outside world. Both lists have
come into force on 30 July 2019. After the revision in the last year, the negative list for the access of foreign
investment is revised again, and new opening-up measures have been introduced in a series of fields, which fully
demonstrates China's unswerving determination to open wider to the outside world. At the same time, the two
ministries have also issued the Catalogue of Industries for Guiding Foreign Investment (2019), encouraging more
and stronger foreign investments in modern agriculture, advanced manufacturing, high and new technology,
energy conservation and environmental protection, modern service industries, and other fields. The negative list
for the access of foreign investment is the fundamental basis for China to implement the management system
of national treatment and negative list before admittance. The negative list is getting shorter and shorter, and
there are more and more open fields, which show that the door of opening up in our country is opening wider. It
will not only create more development opportunities for investors from all over the world, but also promote the
continuous progress of their own industries and technology through a wider range of investment cooperation, and
build a more dynamic and efficient market system.In November 2019, the National Development and Reform
Commission and the Ministry of Commerce released the "Negative List for Market Access (2019 Edition)",
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with 20 fewer items included than the 2018 version, indicating that China has made great efforts to improve its
business environment.

Benefiting from better environment for foreign investment in China, the growth rate of foreign investment
absorption in China has reached a new high. Data from the Ministry of Commerce show that® ,from January to
November 2019, 36,747 new foreign-invested enterprises were set up nationwide, with the actual use of foreign
investment of RMB 845.94 billion, an increase of 6.0% over the same period last year (USD 124.39 billion, up 2.6%
from the same period last year); at the same time, the quality of China's absorption of foreign investment is also
steadily improving. From January to November, the actual use of foreign investment in high-tech industries was
RMB 240.7 billion, an increase of 27.6% over the same period last year, of which RMB 83.43 billion was actually
used in high-tech manufacturing, an increase of 5.7% over the same period last year; the foreign investment actually
used in the high-tech service industry was RMB 157.27 billion, an increase of 43.4% over the same period last
year. Among the main sources of investment, investment in Britain, South Korea and Germany grew rapidly from
January to November, up 198.9%, 38.7% and 30.2% respectively from the same period last year. The actual amount
of foreign investment made by countries along the Belt and Road Initiative route, ASEAN and European Union
increased by 14.9%, 15.7% and 16.1% respectively over the same period last year.

iii. New achievements have been made in the construction of pilot free trade zone

Since 2019, the pilot layout of the Free Trade Zones(FTZs) has been further optimized. On July 27, the
State Council officially issued the Framework Plan for the New Lingang Area (Shanghai) Pilot Free Trade Zone.
The new area of Shanghai Pilot Free Trade Zone, covering an area of 119.5 square kilometers, will establish
an institutional system with investment and trade liberalization as the core in its first-launch part. On August
2, the State Council formally approved the establishment of six pilot free trade zones in Shandong, Jiangsu,
Guangxi, Hebei, Yunnan and Heilongjiang. It is worth mentioning that the pilot free trade zones to be set up in
Guangxi, Yunnan and Heilongjiang are the first attempts of its kind in border areas. Since the establishment of
the Shanghai Pilot Free Trade Zone in 2013, the number of pilot free trade zones in China has increased to 18,
forming a reform and opening up innovation pattern of "1 +3 + 7 + 1 + 6" covering all areas nationwide.

Persistent innovations in opening-up have created excellent business environment for FTZs and attracted
domestic and foreign companies to settle in FTZs. In the first three quarters of 2019, there were 195,000
enterprises newly settled in the original 12 FTZs, including nearly 5,000 foreign enterprises, accounting for
15.6% of the national total; the actual use of foreign capital was 98.84 billion yuan, accounting for 14.5% of the
national total; the total export-import volume was 2.8 trillion yuan, accounting for 12.4% of the national total.
In the meantime, FTZs have facilitated the optimization of the overall business environment across the country
by continuously summarizing the results of stress tests, reforms and innovations, and forming a total of 223
institutional innovation results to be replicated and promoted nationwide. The World Bank's "Doing Business
Report 2020" shows that China's business environment in 2019 jumped to the 31st place in the world. Significant
improvements in many of these indicators benefit from the explorations of FTZs. In previous trade policy
reviews towards China since 2014, WTO has made positive comments on the establishment of FTZs.

— — — — — — — — — — — — — — — — | — — —

Case study: Establishment of a New Area in Shanghai Free Trade Zone
On August 6, 2019, the State Council issued the Framework Plan for the New Lingang Area (Shanghai)

—_— e— e— e— e— e— e— e— e— e— — m— — m— — e— — m— —

@ Briefing by the Ministry of Commerce on the attraction of foreign investment throughout the country in the first
eleven months this year, December 17, 2019
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— — — — — — — — — — — — — — — | — | — — —

Pilot Free Trade Zone (hereinafter referred to as the "Plan"). The Plan points out that it is necessary to target |
the internationally recognized, most competitive free trade parks; select key areas which is crucial to national
strategies, bears great demands from international market, and has high demands for openness while their |
surrounding areas are not eligible; implement an open policy and system with strong competitiveness in the
international market; increase the risk stress test for an open economy; facilitate the operation of foreign l
investment and the new area; enable the free entry and exit of goods, the convenient flow of funds, the high
degree of openness of transportation, the free practice of personnel, and the rapid connection of information;
s0 as to create a special economic functional area with more influence and competitiveness in the international |
market; take the initiative to serve and integrate into the major national strategies to thus better serve the overall
strategic layout of opening up strategy to the outside world. The Plan has made it clear that by 2025, the new |
area should establish a relatively mature system of investment and trade liberalization and facilitation, create a
number of functional platforms with a higher degree of openness, and significantly enhance regional creativity l
and competitiveness. The economic strength and the total economic output have jumped by a large margin; By
2035, the area should build special economic functional areas with strong influence and competitiveness in the
international market, form more mature and finalized institutional achievements, and complete the core functions |
of the allocation of high-end resources in the world, and thus become an important carrier for China to integrate
deeply into economic globalization.

—_— e,— e— e— e— e— e— e— e— e— e— e— e— m— e— m— — — —

1v. Financial market access restrictions significantly relaxed

The inter-connectivity and two-way opening of the market is the focus of the opening of China's financial
industry in recent years. On May 1, 2019, China Banking and Insurance Regulatory Commission announced
12 new measures on further opening up the country’s banking and insurance sectors, including: cancelling a
requirement for foreign banks to have USD 10 billion in assets before being allowed to set up foreign-funded
legal person banks, hold stakes in trust firms and operate insurance brokerage companies in China, relaxing the
market access policies for Chinese and foreign investments in the establishment of consumer finance companies;
removing approval procedures for foreign banks to conduct renminbi business, and emphasizing the principle of
consistency between domestic and foreign capital. The 12 new regulations on greater opening up of the financial
markets have two distinct characteristics: firstly, the regulations remove the restriction on the total assets of
relevant financial institutions for foreign investors to invest in China, thus bringing opportunities for small and
medium-sized foreign financial companies to tap into the Chinese market; secondly, they emphasize the principle
of consistency between domestic and foreign investment. On July 20, the Office of the Financial Stability and
Development Board of the State Council announced a series of policies and measures for the greater opening up
of the financial industry, which is known as the New 11 Regulations on the opening up of the financial markets.
That covers banking, securities, insurance, funds, futures, credit rating and other areas; related areas may further
get relaxation on market access restrictions, or move forward their opening time. Obviously, the pace of opening
up will continue to accelerate. It shows the firm determination that China's financial industry should be opened to
the outside world "fast rather than slow, early rather than late".

The capital market has always been the vanguard in the opening up of China's financial industry. In the
past few years, during the two-way opening up of China's capital markets, the Hong Kong Stock Exchange
and the mainland stock exchanges, with the support of regulators, have built three "bridges" for connectivity-
the Shanghai-Hong Kong Stock Connect, the Shenzhen-Hong Kong Stock Connect and the Bond Link. It has
opened a new channel for the two-way opening of the mainland capital market, and has become a milestone
in the opening of China's capital market, so that international capital market investors have embarked on a
new journey to fully embrace China's capital markets. Since 2019, important progress has been made in the
opening up of China's capital market to the outside world. On March 1, Morgan Stanley Capital International
(MSCI) decided to increase the inclusion of existing A-shares in the MSCI global benchmark index from 5%
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to 20%. On April 22, the Shanghai Stock Exchange and the Japanese Exchange Group signed an agreement on
the exchange of ETF, a Sino-Japanese trading index fund. On May 23, the Tokyo Stock Exchange announced
that it had approved the first batch of funds under the Sino-Japanese trading open-end index fund exchange
project. On May 25, FTSE Russell, the world's second-largest index company, officially announced a Rich list of
A-shares. On June 17, the China Securities Regulatory Commission and the UK Financial Conduct Regulatory
Authority issued a joint announcement to officially launch the Shanghai Stock Connect. The official launch of
the Shanghai Stock Connect has been called a Milestone in the Opening of the Capital Market by the industry.
At the same time, the relevant policies also further conveyed a clear signal to expand the opening of the capital
market. At the 11th Lujiazui Forum held on June 13, Vice Premier Liu He and the main leaders from the financial
management departments all attached great importance to “Raising the Level of Two-way Opening up of the
Capital Market in an All-round Way”. They also announced a package of opening-up measures, including those
promoting the revision of the rules of the qualified Foreign Institutional Investor / renminbi qualified Foreign
Institutional Investor (QFII/RQFII) system. It was also pointed out that firmly promoting the opening of the
domestic capital market to the outside world will not only force the continuous improvement and promotion of
the system construction, investment concept and development degree of China's capital market, but also facilitate
the gradual maturity of China's capital market and enhance its international influence.

v.The Belt and Road Initiative becomes a new ground for China's opening to the outside
World

The Belt and Road Initiative put forward by China has not only provided new opportunities for the
development of all countries in the world, but also opened up a new ground for China's opening up to the outside
world. On April 26, 2019, the Second Belt and Road Forum for International Cooperation for officially opened
in Beijing. Guests from more than 150 countries and 90 international organizations attended the event. President
Xi Jinping's keynote speech entitled "Working Together to Create a Better Future for Belt and Road Initiative"
at the opening ceremony conveyed to the world China's direction and determination to promote a higher level of
opening up.

Over the past six years, the Belt and Road Initiative has been transformed from concept to action, from
vision to reality, and has also opened up a new ground for China to open up to the outside world while injecting
impetus into the realization of world economic development and prosperity. Today, the construction of Belt
and Road Initiative is changing from “freehand brushwork™ to “meticulous painting”. China is taking the co-
construction of Belt and Road Initiative as an opportunity to build a new platform for international trade
and investment, in a bid to achieve a higher level of opening up to the outside world. Against the complex
background of Sino-US trade frictions and the global economic slowdown, data released by the General
Administration of Customs shows that Belt and Road Initiative has achieved remarkable results in opening up to
the outside world, and is becoming the growth point of China's new round of opening up to the outside world. In
From January to October 2019, China's Belt and Road Initiative countries totaled RMB 7.47 trillion in imports
and exports, an increase of 9.4%, 7 percentage points higher than the overall growth rate of the country's foreign
trade, accounting for 29.1% of the total value of China's foreign trade. At the same time, China has actively
promoted investment cooperation among countries along the Belt and Road Initiative route. According to data
released by the Ministry of Commerce, from January to October 2019, Chinese enterprises invested USD 11.46
billion in 56 countries along the Belt and Road Initiative route, accounting for 12.47% of the total in the same
period. Countries along the Belt and Road Initiative route signed new contracts for foreign contracted projects
worth USD 112.17 billion, accounting for 63.5% of the total in the same period, and completed a turnover of
USD 63.53 billion, accounting for 55% of the total in the same period.
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IITI.Remarkable achievements in the construction of social credit system

In 2019, the laws and regulations on social credit system in China have been continuously improved,
and the punishment for breach of credit has continued to strengthen, which has been widely recognized by
enterprises. According to CCPIT’s questionnaire survey, the overall evaluation of social credit environment is
high, ranking third among the 12 first-level indicators, which is higher than the overall evaluation of business
environment.

1. The first national-level policy document on credit supervision

In 2019, the pace of establishing and perfecting the system of credit laws and regulations in China has
been obviously accelerated. On July 16, the General Office of the State Council issued the Guiding Opinions
on Accelerating the Construction of a Social Credit System and Constructing a New Credit-based Supervision
Mechanism (hereinafter referred to as the Guiding Opinions). It is specified that efforts should be made to
improve the unified social credit code system of legal persons and non-legal organizations, take the unified social
credit code as the symbol, and form a complete credit record of the main body of the market through integration.
The Guiding Opinions is the first policy document on credit supervision that has been launched at the national
level since the 18th CPC National Congress, and a total of 22 innovative measures, which is“13+9”, have been
put forward. That is, 13 specific measures with high practicality, strong maneuverability and comprehensive
coverage of the whole supervision link (before event, in-event and after-event supervision) and 9 safeguard
measures to effectively support the further implementation of credit supervision.

ii. The world’s largest credit information system has been established

The construction of credit information system in China started in 2006, which began with the establishment
of the central bank credit information center. In 2019, the central bank announced the completion of the business
record of the credit information business of the China Power Union (Beijing), the Aicino credit investigation
and the Beijing Jindi credit investigation under Tianyancha.com. This is the first time that the central bank
enterprise credit filing channel has been reopened after it was closed for three years. In addition, in recent years,
the central bank, together with relevant departments, has successively issued policies, regulations and regulatory
requirements for foreign-invested enterprises to set up credit information agencies and credit rating agencies.
Credit information agencies and credit rating agencies of foreign-funded enterprises have accelerated their entry
into the Chinese market, and international credit information giants such as Dun and Bradstreet (the United
States) and Experian (the United Kingdom) have set up subsidiaries in China. The three major rating agencies, S
& P, Fitch and Moody's, have also registered wholly owned corporate rating agencies in Beijing.

At present, China has established the largest credit information system in the world. The credit information
system contains a total of 990 million natural persons, 25.91 million enterprises and other organizations. The
average daily enquiries of individual and corporate credit reports reached 5.5 million and 300,000 respectively”.
By the end of June 2019, there were 130 corporate credit information institutions filing their records in various
branches of the people's Bank of China, with assets reaching RMB 8.54 billion and more than 10, 000 employees.
Only in the first half of 2019, it provided 2.2 billion times of credit information products and services, such as
enterprise credit report, enterprise credit score, enterprise credit portrait, enterprise identity verification and so
on. Most of the 130 enterprise credit information institutions have realized the comprehensive collection and
real-time updating of enterprise registration information, judicial decision information and financial information
of listed companies. Some credit information agencies have also established special lines with government
departments and public utilities, and established data cooperation with large Internet trading platforms, and so

@ China has established the world’s largest credit information system. China will further expand the opening-up of the
credit industry—Chinanews.com, June 14, 2019
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on, collected the import and export information of more than 8 million enterprises, the tax information of more
than 4 million enterprises, the business transaction information of more than 3 million enterprises’.

ii1. The intensity of punishment for breach of trust has been continuously strengthened

The construction of China's social credit system has been strengthened and innovated itself with
comprehensive use of economic, legal, moral, scientific and technological, administrative and other means,
and to solve the problem of difficult in enforcement by perfecting the credit supervision for the defaulters and
the credit punishment mechanism. Great progress has been made in the construction of social credit system
in many fields, such as finance, medicine and health, labor relations, environmental protection, and so on.
The joint punishment pattern of "if one lose his credit for one time, he will lose it for the whole life" has been
continuously improved. By the end of July 2019, a total of 51 joint memorandums of rewards and punishments
had been signed by various departments. Among them, there are 43 joint disciplinary memorandums and 5
joint incentive memorandums. There are 3 memorandums of understanding, including both joint incentives
and joint punishment’[ National Center for Public Credit Information released a list of new dishonest persons
subject to joint punishment and a in July7 and a relevant explanation notice-- National Center for Public Credit
Information, August 2, 2019.]. According to data released by the State Administration of Taxation on July
23, in the first half of the year, tax authorities across the country published a total of 7,282 "blacklist" cases
of tax violations, an increase of 161.85% over the same period last year; 222 new cases of escape (missing)
included in the "blacklist". In promoting joint disciplinary work, from 2015, which it was started, to June 2019,
tax authorities across the country pushed a total of 314,900 cases of multi-departmental joint punishment, of
which public security departments cooperated to prevent 5,773 people from leaving the country, and 19,800
"blacklisted" parties are restricted by the market supervision and administration department from holding the
posts of legal representatives, directors, supervisors and managers of the enterprise; in the implementation of
the credit repair system, 183 "blacklisted" parties were withdrawn from the list in the first half of the year after
taking the initiative to pay taxes, late fees and fines’.

IV.Customs clearance facilitation is further improved

In recent years, China has intensified port administration reform unprecedentedly, optimized the flow and
simplified the documents to really improve port efficiency and reduce relevant costs, effectively uplifting port
business environment. According to the data from questionnaire survey on enterprises by CCPIT in 2019, port
service environment was given 4.48 scores, ranking No.1 of the 12 Class A indicators, of which, 4.5 scores were
given to the evaluation on customs clearance. Over 90% of enterprises in most industries expressed satisfaction
or higher satisfaction.

1. China further simplifies the customs clearance

1. The customs clearance flow is further optimized. In 2018, the institutional reform further optimized
functions of departments of ports, customs and inspection and quarantine business were integrated completely,
and the works in five aspects of declaration documents, operation system, risk judgment, order issue and site
enforcement were unified. After the reform, former 229 items in customs declaration and inspection were merged

@ To promot the high-quality development of the business credit market—Guangming Daily, August 4, 2019

® National Center for Public Credit Information released a list of new dishonest persons subject to joint punishment and
a in July7 and a relevant explanation notice-- National Center for Public Credit Information, August 2, 2019.
® A total of 7,282 “blacklist” cases in violation of tax laws and regulations were reported in the first half of this year—

Xinhuanet, July 23, 2019.
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Chapter IV China’s Achievements in Fostering a Better Business Environment

and cut down to 105. The pilot in the reform of “2-step declaration” for import-related brief declaration and
complete declaration by the customs from August 2019 was reported to effectively reduce risks of enterprises
in the process of declaration, guarantee enterprises’ rights and interests, decrease enterprises’ costs and promote
precise supervision and higher efficiency of government departments.

2. Import and export documents are further simplified. In recent years, the General Administration
of Customs and all port management departments have made great efforts to simplify relevant supervision
certificates and associated documents in import and export. By far, the certificates previously necessary for
import and export have been reduced to 46 from 86. Of the 46 certificates, 42 have been available online for
check and automatic comparison except for 4 due to special need of confidentiality. From January 2019, the
Ministry of Commerce and the General Administration of Customs made a proclamation, cancelling the licenses
for automatic import of 118 kinds of commodities under 15 categories. The General Administration of Customs
and the State Administration of Foreign Exchange completely cancelled the slips of exchange receipt and
payment under customs declaration and of customs verification for processing trade from June; and mapped
out two certificate simplification measures in July: one is the change from verification of the withdrawal from
port of two supervision certificates for import to automatic comparison during customs clearance, the other is
the practice of online handling and declaration of 5 supervision certificates for import and export to simplify
relevant formalities. By the end of 2019, the goal of “Complete Online Declaration and Handling” proposed in
the Work Plan of the State Council for Optimizing Port Business Environment to Enhance Cross-border Trade
Facilitation will be realized for the import and export supervision certificates one year in advance except for
several certificates subject to confidentiality.

ii. Charges at ports are further reduced

In order to reduce compliance cost in import and export, the Chinese government established the leading
group for checking charges at ports in 2018 to reduce such charges in a concerted manner and had some active
success by taking the following measures: firstly, public announcement of charges in import and export and
clearly-marked price for the charges. Transparent price promoted more reasonable charges on service enterprises
in turn. Secondly, streamlining charge items and lowering some charge levels subject to government pricing and
government guidance price. Correspondingly, port service charge items were reduced to 11 from 15. From April
1, 2019 on, the exchange rate for harbor charge for cargo and port facilities security charge were reduced by 15%
and 20%, respectively. Thirdly, efforts were made to investigate and handle various charging behaviors against
regulations and laws according to law, and publicly exposed 8 cases of charging against laws in port shipping.
Fourthly, active works were done to guide relevant service enterprises to reduce charges. From September 30,
2019, 62 shipping companies including COSCO and Maersk offered lower prices for a series of items such as
terminal operation fee through public announcement, down by 5%-10%. From April 1 on, the port facilities
security fee was reduced by 20% and the harbor charge for cargo was lowered by 15% around China’. By the
end of September 2019, relevant departments conducted special supervision of charges in import and export,
investigated and handled charging behaviors against regulations according to law, and investigated port service
units and enterprises being suspected of monopoly, enhancing the sense of gain of import and export enterprises.
Meanwhile, the General Administration of Customs carried out pilot of customshouse bonds insurance around
China, and expanded it to consolidated tax and revolving guarantee, effectively shortening the time of customs
clearance of and alleviating the burden on enterprises. By far, 1,463 enterprises have participated in the pilot and
arranged 10,306 insurance policies cumulatively, with the insurance amount up to RMB 33.96 billion" .

O® Customs around China Focus on Concerns of Enterprises Keep Improving the Level of Cross-border Trade

Facilitation-Economic Daily, May 5, 2019
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Chapter IV China’s Achievements in Fostering a Better Business Environment

iii. Further progress is made in building “single window”

As an important measure for promoting trade facilitation and improving the port business environment
worldwide, the work of “Single Window” for international trade has made the following remarkable achievements
since 2019. Firstly, currently ships for international voyage can enjoy “one bill for multiple declarations”
through the “Single Window” completely, and deliver inspection notices to import and export enterprises
and port operation yards and stations through relevant information platforms such as the “Single Window”,
enhancing the expectability of customs clearance time efficiency and making enterprises “know what’s what” of
and “know through and through” the operation arrangement. Secondly, the standard-edition “Single Window”
for international trade of China built under the leadership of the General Administration of Customs(National
Office of Port Administration) has been used for pilot of financial and insurance service functions in Beijing,
Shanghai, Tianjin, Zhejiang, Anhui, Fujian (including Xiamen), Guangdong (including Shenzhen) and Hainan.
China Construction Bank, as one of the first-batch pilot banks, can now provide customers with financial services
of opening accounts by reservation, inward remittance, outward remittance, exchange settlement and sale and
“cross-border easy loan and tax-rebate loan”. Thirdly, the standard-edition “Single Window” jointly driven
by the General Administration of Customs and other 18 departments changed the serial flow into the parallel
one, solving the problem of multiple declarations and repetitive declarations of enterprises, realizing one-point
access, once submittal, once check, one-key tracing and one-key handling, effectively cutting down customs
clearance cost, shortening customs clearance time and alleviating burdens on enterprises. At present, the “Single
Window” for international trade has realized system connection and information sharing with 25 ministries and
commissions, operated the networked cooperation projects among 68 departments online, provided enterprises
with 495 services, and expanded businesses to all ports in China, basically meeting the “one-stop” operation
demands of enterprises. Of the main business applications, cargo declaration with the Single Window has
reached 100% and manifest declaration and conveyance declaration 90%, and the application rate in the 3 major
businesses will achieve 100%.

V.IPR protection is enhanced in an all-round manner

In recent years, China has intensified IPR protection, attached importance to IPR legislation and law
enforcement, and achieved remarkable success in IPR protection. The data from the questionnaire survey on
enterprises by CCPIT in 2019 showed that the enterprises surveyed generally give good evaluation on the
IPR protection environment (4.32 scores), higher than that on business environment; compared with 2018, the
surveyed enterprises’ evaluation on IPRs is higher as a whole.

1. The IPR protection system keeps improving

Over the past few years, in order to strictly enforce and intensify IPR protection, on the basis of formulation
and revisions of the Trademark Law, the Patent Law, the Copyright Law and the Anti-unfair Competition Law
as well as other laws and regulations, relevant departments have made continuous efforts to improve IPR laws
and systems and perfect the system of punitive compensation against infringement, with the focus on punishment
of infringements, sharply raising law-violation cost. Table 4-1 lists relevant laws and regulations released
by relevant departments of the Chinese government in recent years. China has now joined almost all major
international treaties on IPRs and established well-covered IPR laws and regulations to comprehensively perform
its duties in IPR protection.
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Chapter IV China’s Achievements in Fostering a Better Business Environment

China has also kept improving its policy system and organizations for the development of the cause of
IPRs. In 2018, the 3rd Plenary Session of the 19th CPC National Congress made the decision on deepening
the reform of the Party and state organs and adopted the Plan for Deepening the Reform of the Party and State
Organs, making a fine top-down design for the development of the cause of IPRs. After NPC and CCPCC that
year, China established the State Administration for Market Regulation, reorganized the National Intellectual
Property Administration, perfected the copyright management system and realized not only centralized
administration of trademarks, patents and the appellation of origin but also comprehensive law enforcement of
trademarks and patents.

Table 4-1 Some Laws and Regulations on IPR Protection Promulgated by the Chinese Government

Amendment to the Patent Law (Draft)

in Recent Two Years
Time Description Main Contents
December 5, The Memoramlium .o'f Coop fzratzon on J(_",m . The Memorandum decides to conduct joint punishment of seriously
2018 Punishment of Seriously Dishonest Entities in the dishonest entities in the field of intellectual property (patent)
Field of Intellectual Property (Patents) property (p

The Draft stipulates 1-5 times of punitive compensation against the
December 23 The 7t Session of the Standing Committee of the 13t [ behavior of intentional infringement on patent rights, and raises the
2018 ’ | National People’s Congress deliberated the legal amount of compensation to “higher than RMB 100,000 but

lower than RMB 5 million” from existing “higher than RMB 10,000
but lower than RMB | million”.

April 23,2019

The Standing Committee of the National People’s
Congress deliberated and adopted the Amendment to
the Trademark Law

The Amendment to the Trademark Law further raises the amount of
compensation against malicious infringement on exclusive use of
trademark to the level of higher than 1 times but lower than 5 times
from the previous level of higher than 1 times but lower than 3 times,
and uplifted the upper limit of the legal amount of compensation to
RMB 5 million from RMB 3 million. The revised articles shall come
into force from November 1, 2019.

April 10,2019

The Office of the National Intellectual Property
Administration issued the Special Action Plan for Law
Enforcement and Protection in National IPR System
in 2019 (hereinafter referred to as the Action Plan).

The Action Plan clarifies five annual focuses of work in control of
counterfeit and poor-quality food in rural area, IPR enforcement
and protection in exhibition, E-commerce field and private
enterprises and foreign trademark patent infringement cases.

June 11, 2019

The National Intellectual Property Administration
issued the Guidance to Annual Work for Driving
High-quality Development of IPR (2019) and the “List
of Tasks for Driving High-quality Development of
IPRs”.

The Guidance clarifies that by the end of 2019, China will witness
further improvement of IPR creation quality, protection effect,
application benefits, management level, service capability and
international influences, and establish initial indicator system, policy
system and statistical system suitable for high-quality development of
IPRs. Meanwhile, the Guidance also defines 18 specific key tasks in
7 aspects, sets differential work requirements for 3 kinds of powerful
provinces, clarifies compulsory and selective tasks and further
highlights the specificity and operability of key tasks.

The Central Committee for Deepening Overall

The Opinions clearly clarifies China’s firm stand and clear-cut
attitude to strictly protect IPRs, and prepares the fundamental

Optimizing Business Environment (Draft).

July 24,2019 | Reform del} berated and adoptéd the Opinions on guideline and guide to action for China to reform and perfect IPR

Strengthening the IPR Protection. . .

protection system in the new era.

_The National Intellectfla} Property Admmstrahon .| The Opinions proposes establishing and perfecting the public service

August 30, issued the Several Opinions on Speeding up the Public . . X R
. - ; systems of IPR information for convenience and benefit of the public,
2019 Service System of IPR Information under the new .
oo and strengthening the guarantee of support to the system.

Situations.
October 8, Th? executive meeting of the State (?ouncﬂ The Regulation emphasizes establishing and perfecting the punitive

deliberated and adopted the Regulations on . . o
2019 compensation against IPR infringement.
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ii. The law enforcement for IPR protection is clearly intensified

In 2019, the Chinese government has taken a series of measures to keep intensifying the fight against the
crime of IPR infringement, helping China make a great progress in IPR protection in a short period.

1. Enhancing the protection through administrative and judicial measures and the guidance to law
enforcement. China keeps conducting special actions of law enforcement to severely fight against behaviors
of any infringement on and counterfeit of IPRs, and makes continuous efforts to enhance the guidance to law
enforcement, unify the enforcement standard, standardize the enforcement flow and jointly supervise handling
of serious and major cases. In the first half of 2019, local people’s courts around China heard and closed more
than 150,000 civil first-instance cases of IPRs, up 80% y-o-y, and more than 2,000 first-instance cases of IPR
infringement, up 23% y-o-y. The procuratorial organs around China approved arrest of more than 3,400 persons
in more than 1,900 cases involving IPR infringement. From January to May, the public security organs around
China broke more than 4,200 crime cases of infringement and counterfeit and arrested more than 9,900 suspects
involving the case value of more than RMB 4.8 billion®.

China’s progresses in protecting IPRs have been recognized by various social circles both at home and
abroad. According to the survey by the National Intellectual Property Administration, the social satisfaction
with IPR protection reached 76.88 scores in 2018 from 63.69 scores in 2012. The U.S. Chamber International
IP Index released in March 2019 points out, China’s achievement in improving online sales environment, drug
patent enforcement and others were remarkable particularly. According to the Business Confidence Survey 2019
released by the European Union Chamber of Commerce in China in May 2019, 60% of the 585 EU enterprises
in China thought that China clearly enhanced administrative and judicial IPR protection. WIPO Director General
Francis Gurry expressed that China took an unusual road in developing the cause of IPRs, and has now become
the leader of global IPR system. The data released by the National Intellectual Property Administration also show
that in the first half of 2019, foreign IPR applications in China kept the momentum of growth and have lasted for
many years, and foreign applications for invention patents in China reached 78,000, up 8.6% y-o-y; and foreign
applications for trademarks stood at 127,000, up 15.4% y-o-y.

2. Enhancing works for higher protection capabilities and international cooperation and improving the
protection system. The Supreme People’s Court, the Supreme People’s Procuratorate and the Ministry of Public
Security moved ahead with relevant institutional reform, further improved the system of judicial judgment
and criminal strike for IPRs and arranged and built a batch of centers for IPR protection. By far, China has
established 24 such centers in total, which are distributed in 14 provinces (cities and regions), with the services
covering 17 key industries of new-generation information technology, high-end equipment manufacturing and
bio-medicine. Of the 24 centers, 17 have passed the acceptance and put into operation officially”.

Enhancing the mechanism of response to overseas IPR disputes and establishing the national guidance
center for response to such disputes. In the first half of 2019, the administrative law enforcement departments
for patents and trademarks carried out comprehensive enforcement and totally investigated and dealt with 6,529
cases of infringement on and counterfeit of patents and 11,500 illegal trademark cases® In the same period, China
reported the acceptance of 23,000 requests for reexamination, up 22.9% y-o-y, the settlement of 17,000 cases
concerned, up 11.0% y-o-u, the acceptance of 2,800 requests for invalidation, up 12.8%, and the settlement of

) China Wins Praise for Protecting IPRs- People’s Daily, www.haiwainet.cn, July 31, 2019
(2@ The Routine Press Conference on Q3, 2019 by the National Intellectual Property Administration , The Website of the
National Intellectual Property Administration. July 9, 2019
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2,900 cases, up 18.9% y-o-y".
Speeding up works for the IPR credit system. Meanwhile, China has kept enhancing cooperation with

relevant international organizations such as WIPO, WTO and UPOV, and drove IPR cooperation along the Belt
and Road in a down-to-earth manner.

3. Giving impetus to trans-regional law enforcement cooperation and practicing joint punishment of the
dishonesty. The coordination kept deepening in 4 major areas of the Beijing-Tianjin-Hebei Region, the Yangtze
River Delta, the Pan-Pearl-River Delta and the region along the Silk Road. By far, the “Cloud Sword Alliance”
action for fighting against counterfeits in E-commerce field by 13 provinces and cities has broken 158 cases of
infringement and counterfeits involving the case value of more than RMB 2 billion. Beijing, Tianjin, Hebei,
Shanxi, Inner Mongolia and Zhejiang conducted regional coordination and connection for fighting against online
counterfeits. The dishonesty punishment featured that any market entity with any case of law violation in a place
will be limited everywhere. The national credit information sharing platform and the www.creditchina.gov.cn

have collected 30 billion pieces of credit information and made public 245 million pieces of credit information.

ii1. IPR creation increases in quantity and quality

In recent years, China has witnessed the applications for patents and trademarks increasing year by year,
taking the leading place in the world. According to relevant statistics, by the end of June 2019, China presented a
good situation of IPR creation improving in quantity and quality.

1. China witnesses quickening growth of the applications for patents. Since 1985 when the Patent Law
was implemented, it took China 15 years, 4 years and 2 months, 2 years and 3 months, 1 year and 6 months and
1 year and 4 months to realize the first, the second, the third, the forth and the fifth 1-million applications for
patents, respectively. By the end of June 2019, China had owned domestic (not including Hong Kong, Macao and
Taiwan) 1.74 million invention patents, meaning up to 12.5 invention patents per 10,000 people, 1 more than that
at the end of 2018 and achieving the goal of 12 patents as determined in the “13th Five-Year Plan” in advance.
In the first half of 2019, China registered 3.515 million trademarks, up 67.8% y-o-y. By the end of June, China
had kept valid registered trademarks of 22.743 million, up 35.3% y-o-y, meaning 5.2 market entities had 1 valid
trademark on an average’. Nowadays, the international applications for patents through the Patent Cooperation
Treaty and the national applications for trademark registration through the Madrid Agreement Concerning the
International Registration of Marks by China have ranked No.2 ad No.3 in the world respectively.

2. The structure of Chinese applications for invention patents keeps optimizing. The latest statistical data
released by the National Intellectual Property Administration on July 9 show that from January to June, 2019,
China reported 649,000 applications for invention patents and authorized 238,000 invention patents in total,
including 192,000 domestic invention patents, of which service inventions were 183,000, accounting for 95.2%,
5.7% higher than that for the same period in 2018; personal applications for invention patents decreased by
46.0% y-o-y, with the proportion down continuously, indicating that the structure of Chinese applications for
invention patents kept optimizing. Reports by foreign authoritative organizations also support that Chinese patent
application quality has become higher. The Global Innovation Index (GII) 2019 by WIPO shows that the ranking

(D@ The Routine Press Conference on Q3, 2019 by the National Intellectual Property Administration, The Website of the
National Intellectual Property Administration. July 9, 2019
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of China’s global innovation index kept rising from No.17 in 2018 to No.14 in 2019; the added value of patent-

intensive industries of China has accounted for 12.4% of its GDP.

1v. The IPR application benefits are striking

1. The IPR application effects are remarkable, powerfully promoting economic and social development. In
recent years, under the support of relevant departments, China has gradually formed a batch of high-value core
IPRs in ultra-high-voltage power transmission technology, FAST, Jiaolong deep water technology and 5G. China
has greatly uplifted its IPR application benefits and kept improving its administration ability in the field. The
data by the National Intellectual Property Administration show that in the first half of 2019, nationwide amount
of the newly-added pledge financing of patents and trademarks in terms of IPR application reached RMB 58.35
billion, up 2.5% y-o-y, and the pledge projects were 3,086, up 21.6% y-o-y, of which the patent pledge financing
amount was RMB 40.4 billion and the patent pledge projects were 2,709, involving 13,000 patents. The petty
patent pledge financing projects with the amount less than RMB 10 million (included) accounted for 68.6%. IPR
protection has injected new vigor to economic development of China.

2. Enhancing source protection and improving examination quality and efficiency. By implementing
the reforms that delegate power, improve regulation and upgrade services, China presented the invention
patent examination cycle of 22.7 months, high-value patent examination cycle of 20.5 months, utility model
examination cycle of 6.2 months, appearance design examination cycle of 4.0 months, patent review request
examination cycle of 11.7 months and patent invalidation request examination cycle of 5.0 months in the first
half of 2019. Meanwhile, the average trademark registration examination cycle was reduced to no more than 5.0
months, trademark transfer examination cycle to no more than 4 months, average trademark rejection review
cycle to no more than 7 months and trademark change and extension examination cycle and time of issue of
trademark registration acceptance notification to no more than 1 month® .

3. IPRs play a very important role in advancing the development of brand economy and boosting special
agriculture and targeted poverty alleviation. Supporting enterprises to implement the trademark and brand
strategy, China moved ahead with enhancing industries and regional brands, carrying out construction of
trademark and brand innovation and startup bases and actively giving play to the leading role of trademark brand,
Through the efforts, a batch of famous brands and trademarks with international competitiveness appeared. By
the end of June 2019, China had cumulatively registered 5,090 trademarks of geographical indications, approved
2,380 products of geographical indications, authorized 8,295 enterprises using special markings and constructed
24 demonstration zones for protection of national products of geographical indications.

V1.The public security environment is improved obviously

In recent two years, the Chinese government carried out special fight against black and evil forces and
against various behaviors of law violation and crime according to law and made efforts to meet the people’s
judicial demands, clearly improving the public security environment, effectively purifying the political ecology,
comprehensively compacting community organizations and making new progress in building a peaceful China.
According to the data from questionnaire survey on enterprises by CCPIT in 2019, enterprises gave the public
security a high evaluation (4.44 scores), close to the “Very Satisfied” level, and up to 89.60% of enterprises

@ The Routine Press Conference on Q3, 2019 by the National Intellectual Property Administration The Website of the
National Intellectual Property Administration. July 9, 2019
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expressed satisfaction or higher satisfaction. Compared with 2018, the enterprises interviewed in 2019 thought
great improvement of living environment, with the rating up to 4.24 scores in 2019 from 4.10 scores in 2018, of
which the rating of the public security improved at the highest level, up 0.14 scores.

1. Carrying out special fight against black and evil forces and against various behaviors of
law violation and crime according to law

1. Severely fighting against traditional black and evil forces to enhance the people’s sense of safety. In
2019, the Chinese government took a series of forceful measures and actions to improve the public security
environment. On January 28, the Ministry of Public Security briefed relevant situations of the special fight
against black and evil forces: since the fight was launched, 1,292 underworld organizations and 5,592 black-
and-evil criminal gangs had been knocked out, 79,270 various kinds of criminal cases had been broken, 851
guns of various kinds had been captured and the RMB 62.1 billion of assets involved had been sealed up, seized
or frozen, making nationwide criminal cases down by 7.7% y-o-y and 8 kinds of serious violent cases down by
13.8%, and obviously enhancing the people’s sense of safety and satisfaction®.

2. Focusing on hitting new-type crimes of black and evil forces such as “Fraudulent Loan”. Besides the
special fight, the Ministry of Public Security arranged all public security organs around China to focus on hitting
new-type crimes of black and evil forces such as “Fraudulent Loan”, with remarkable achievements made. On
February 26, 2019, the Ministry of Public Security held a press conference, briefing relevant information on the
campaign. By the end of February 26, the public security organs around China had knocked out 1,664 gangs of
“Fraudulent Loan”, broken 21,624 cases of fraudulence, extortion and false lawsuits, arrested 16,349 suspects
and seized RMB 3.53 billion of assets involved” .

iii. Sticking to people orientation to meet judicial demands of the masses

1. Hearing cases involving people’s livelihood according to law. 9.017 million of first-instance civil cases
were closed, up 8.7% y-o-y, of which 1.111 million were of education, employment, medical care, pension and
consumption. Experiences from courts in Henan and Hunan were popularized to punish malicious arrearage of
salaries according to law, helping migrant workers take back RMB 9.53 billion of labor remunerations.1.814
million of marriage and family-affair cases were closed, and 1,589 copies of personal safety protection order
were issued. The judicial departments further deepened family-affair judgment reform and worked together with
the All-China Women’s Federation to perfect the joint conference mechanism and jointly drive family civilization
in the new era. Relevant courts also heard cases of defrauding old people through healthcare products, investment
and wealth management, and severely punished crimes entrapping old people, and released opinions together
with the China Disabled Persons’ Federation to facilitate lawsuits involving the disabled, enhance aid and
assistance to relevant disabled persons and really guarantee their lawful rights and interests.

2. Promoting substantial mitigation of administrative disputes. The judicial departments closed 251,000
first-instance administrative cases, mapped out and implemented the newly- revised judicial interpretation of the
Administrative Procedure Law and issued the white paper on administrative judgment, to serve and guarantee
the reforms that delegate power, improve regulation and upgrade services. Courts in Shanxi, Henan and Gansu
carried out the pilot of centralized jurisdiction of administrative cases, and military courts advanced the pilot of
military administrative judgment, with good effects achieved. Administrative cases of house demolition and labor
security were heard according to law, to safeguard lawful rights and interests of administrative counterparts.

@ Public Security Organs Around China Knock out 1,292 Underworld Organizations and 5,593 Gangs of Black and Evil
Forces-Economic Daily, Jan. 28, 2019

@ Public Security Organs Around China Knock out 1,664 Gangs of “Fraudulent Loan” and Arrested 16,349 Suspects-
www.xinhuanet.com February 26, 2019.
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3. Protecting lawful rights and interests of Hong Kong, Macao and Taiwan compatriots, returned overseas
Chinese and foreign compatriots. The judicial departments heard and closed 17,000 cases and handled 9,502
cases of judicial cooperation and assistance involving Hong Kong, Macao and Taiwan; signed the arrangement
for mutual recognition and execution of judgments on civil and commercial cases between mainland courts
and Hong Kong courts. Courts in Fujian released 59 measures to really protect lawful rights and interests of
Taiwanese and Taiwan enterprises. The judicial departments heard and closed 16,000 cases involving overseas
Chinese, and worked together with the All-China Federation of Returned Overseas Chinese to map out opinions
and conduct the pilot of diversified mitigation of disputes involving overseas Chinese in Fujian, Guangdong and
Hainan, to promote effective mitigation of such disputes.

VIl.Infrastructure is further enhanced

In recent years, all regions around China kept intensifying traditional infrastructure and new-generation
information infrastructure, further optimizing infrastructure environment. The data from questionnaire survey on
enterprises by CCPIT in 2019 showed that the infrastructure environment was given 4.32 scores, meaning a good
level overall. Of the infrastructure, water, power and gas supply and network communication won the highest
evaluation, with 4.41 scores and 4.35 scores respectively. In East China, enterprises expressing satisfaction or
higher satisfaction accounted for up to 90.40%; enterprises confirmed higher evaluation compared with those
before 2018.

i. The construction of traditional infrastructure keeps intensifying

Entering 2019, capital construction projects were approved and commenced intensively, and major project
investment plans of local governments were launched one after another, and the works to strengthen points of
weakness in capital construction were on the fast track, The National Development and Reform Commission
approved many traditional major infrastructure projects in communications, energy and water conservancy,
with the focus on communications. According to relevant statistics, since the beginning of 2019, major projects
approved by the National Development and Reform Commission have reported the investment of RMB 800
billion and the corporate bonds have topped RMB 700 billion. In view of purposes of the bonds, many of which
have been used for capital construction projects such as underground pipeline corridor and expressway, etc. Of
the projects with the investment more than RMB 800 billion approved by the National Development and Reform
Commission in succession, the investment in construction involving communications reaches RMB 700 billion®.

1. The construction of new-generation information infrastructure is accelerated

In 2019, China sped up the steps to build new-generation information infrastructure high-speed, mobile,
safe and extensive, to actively uplift trans-regional and global information exchange efficiency and level
and make information and communications technologies play greater roles in developing and strengthening
digital economy and in driving high-quality development. By the end of May 2019, China had completed 4.37
million 4G base stations, covering more than 1.2 billion 4G users and with average monthly household Internet
access flow up to 7.8GB". On June 6, the Ministry of Industry and Information Technology officially issued
5G licenses for commercial use to China Telecom, China Mobile, China Unicom and China Broadcasting
Network Corporation Ltd., marking that China entered the first year of the era of 5G commercial use officially,
5G’s integration with our real life from a vision and its interweaving and advancing together with Al, 10T,
cloud computing and other technologies will speed up the birth of new industries, new forms of businesses and

@® Efforts Are Intensified to Strengthen Points of Weakness and Works to Stabilize Investment Are Kicked Off in the
Second Half Economic Information Daily-July 12,2019

® MWC19 Shanghai Big Names Voiced: Digital Economy Accounts for More Than One Third of China’s GDP Yangtze
Evening News- June 27, 2019.]
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new models, and trigger deep change of life and production styles. Currently, 5G network and terminal have
become mature, and nearly 20 models of 5G mobile phones are available in market. In 2019, 5G system will be
arranged mainly in key areas such as hotspots and large cities. In the future, the rural area will also be a key in
5G arrangement, which will further drive the development of new-generation infrastructure of information and
communications.

— — — — — — — — — — — — — — — — | — — —

Case: Hebei will build a wholly-new production and life style through “Intelligent” technology

Hebei Province issued the Guiding Opinions on Speeding up the Construction of New-type Smart Cities
(hereinafter referred to as the “Opinions™), proposing to construct a batch of new-type smart cities with clear-
cut characteristics by 2020. It will screen and confirm downtown areas of 3 cities and 10 county seats to carry
out the pilot of new-type smart city construction and explore the path of developing county-level smart city. In
particular, the Opinions clarify the works to speed up building the urban-rural-integrated broadband network and
the new-generation information infrastructure high-speed, mobile, safe and extensive. According to the Opinions,
by 2020, the Province will achieve the capabilities of 1000M access for cities and towns and 100M access for
villages with the conditions available, and will realize 100% 4G network coverage of all urban and rural areas
and drive trial commercial use of 5G. The Province will also move ahead with intelligent improvement of urban
public utilities and buildings, and with Beijing-Tianjin-Hebei-integrated intelligent traffic service; construct
intelligent logistics information platform and warehouse logistics platform hub, to enhance the development,
sharing and social application of logistics information.
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The business environment in China is facing the following issues through surveys:

I.Some regions need to improve the scientific nature and accuracy of policy
formulation and implementation

In recent years, the governments at all levels have redoubled their efforts to optimize the environment for
policies and governmental affairs, which have achieved remarkable results, but remained some deficiencies.
According to a questionnaire survey on enterprises in 2019 by the CCPIT, in terms of policy transparency, the
evaluation was relatively low, with only 4.28 points, and 83% of the interviewed enterprises gave a rating of
“relatively satisfied and above”; and in terms of policy coordination, 84.3% of the interviewed enterprises felt
“relatively satisfied and above”.

1. Some local governments have weak service consciousness and capabilities

At present, China is at a critical stage of further deepening the reform and opening-up, during which the
country continuously enhances its reforms to delegate power, streamline administration and optimize government
services. However, during the implementation, some regions still encounter a few problems, such as the lack of
philosophy and awareness, weak service consciousness, deficiencies in comprehensive service capabilities and
laziness at work, leading to slow and insufficient execution of policies. Besides, institutional barriers still exist in
the service sector of some governments, leading to complicated handling procedures and low handling efficiency,
so that enterprises are unable to acquire complete policy information in a prompt and accurate way. In some
remote areas, enterprises even meet with many refusals when they handle affairs at governmental departments.

ii. Information Island and repeated submission of project application materials still exist

In recent years, governments of all levels have increased the investment in e-government, made great
achievements in the construction of e-governmental information technology, and accelerated the interconnection
between government information. However, due to fragmented information, Data Island and other issues,
enterprises in some regions still need to repeatedly submit materials in different departments, links and stages
during the application, approval, acceptance and other procedures of projects, or even set the acceptance
approval of other departments as the precondition. Under these circumstances, it is very difficult for enterprises
to smoothly advance the approval of projects. They need to coordinate and communicate with different
departments, or even look for higher-level institutions or leaders, leading to low efficiency in handling affairs and
heavier burdens on them.

220



EHE BESTE

(=) BB BUFsR HEA R TSR itk e

I 8PP Ak 55 B H S AR IS T R OBUR, ST 2T A LA
MM E A BOCIE AT RIS B, EEARIR RS F AR IR A S 2
1507511 N1 o0 4 o 2 =3 T SR E 27 o v N 17 1 P 87 A M= U S S A
RS, ABFRE HIBUR EIBCA I SRR, b S A 20 3 48 2l B BAT Fp B
U PSP S NN 211 5 S ISP 5 &

() —LEMXBURHIE . SEhtEW G

AT BOFFEBOREE . SR A E S, BREAEA Rt e, %47
AR B A “— 3 SFR, B R, 2 E X S
WBCRAEE ARSI A28 T [N, AH S PRI [l S AR AR AE DLEES & A M ARF IR 15 DLREA T UK
i . e, EBAT MNBORN &L T RagE. i, S I uiT
XA ERBERSCE R EARRBER, Dl )y 2 R A ERE N ERBERe, X
PRESRBAT T, ABIMEIAT, IR T REBORRR . & 27 KR R BT 1A,
— M R EOR, AT RICKEIR, (H AR E E, BOR B o B
IR S UK IRAFAE . Lo, AL “RARENE T AEIHr” B A 2 IR A,
FAOUEBCER R AT, — KAt/ AR B FTIAR AN GMY 4 3 A 15 00 R KB
B, —seflb i Ty e e i, SEOCIEOTRAE, WENLEIH RIS E LIER T
— B A o = A EE R T IFEBUR S E M T IR H 2 WA BUR R B — 1Y)
AL S R, S T BRI A I AE R BUFE BB R . flan, TR
TIRAmIA R “—T1017 , WM. K. BOE. LT BE. &4 ', Are)E
AT\ A, AN TR, B E R, WA B BRG], &R T AN
RENRZETE, UiFE T Ak a s IR

(F) MalteEBER B FEDFHSE

A7 LT U B R B R AR AR S SO O B AR 5%, TR R 5] B v iR
LR HAx, WO N BRI AU SE DS, IR H bR T A48 5 3 BUBUR AT
PRREA 9L ANAE 2 BHIR ARG, HARERARER . —2& S X B A EE R,
IR T A AL ARYAE Z v P AANAL, T ANE AR SRR RE ST B R LA .
Bty —LeHT AR, GO AR e SE R BIOR RSO E BRI, AE

221



Chapter V Problems and Deficiencies

iii. Some governments still lag behind in approval power delegation

As some approval powers involving enterprise business or projects are attributed to the higher-level
governments, enterprises who register or operate in prefecture-level cities and below are unable to report projects
online, and even need to report to higher-level governmental departments in capital cities, leading to the increase
on affair-handling time and economic costs. For instance, some regions witness rapid developments of foreign
trade business, but local governments have no customs declaration power. In this case, foreign trade enterprises
must go through customs declaration business in capital cities or cities with handling permissions, which has
significantly reduced the working efficiency.

iv. Some regions show strong subjectivity in policy formulation and implementation

Some local governments lack field surveys and scientific nature during policy formulation and
implementation, and often face low efficiency, repetition, rigidity, short-term enthusiasm and other issues,
showing strong subjectivity and arbitrariness. First of all, some local governments can quickly respond to
national policies, but it is difficult for them to refine, adjust and optimize policies in combination with special
local conditions and conduct systematic assessment of the full life cycle of policies. For example, some regions
are used to formulating local policies in accordance with superior policy papers, and some even directly apply
them without any change. Papers are issued, but they cannot be executed, leading to a huge waste of policy
resources. Besides, some regions closely follow national policy directions and rush to issue policies. They are in
full swing in the very beginning, but as time goes by many problems will emerge, such as short-term enthusiasm
and incomplete execution of policies. For instance, the “mass entrepreneurship and innovation” swept across
China a few years ago, followed by various kinds of favorable policies. A large number of medium-, small- and
micro-sized enterprises sprang up without initial accumulation and entrepreneurship guidance, but some were
not fully prepared to run a business, causing some negative impacts on social confidence of entrepreneurship and
innovation. Moreover, some grass-roots governmental departments often face policy repetition, “a single solution
to diverse problems”, rigid interpretation and other issues during policy formulation and implementation,
which has affected the public trust of policies as well as the reputation and image of grass-roots governments.
For example, in recent years, some local governments have provided a single solution to diverse problems in
environmental protection. Without surveys and research in advance, they just shut down enterprises in fields of
steel, cement, glass, chemical industry, ceramics, paper making, food and nonferrous metals, but did not leave
time for policy buffer, leading to many social complaints and grass-roots contradictions, and hurting some
enterprises’ initiative in operating and developing industries.

v. Some local policies are utilitarian oriented

Some local governments do not set the constant improvement of business environment as the primary task,
but view investment attraction as the most important assessment objective. They believe the task is accomplished
as long as enterprises settle down. This goal orientation is easier to cause the weakening of governments’
original functions and mismatch of social resources, and even adverse consequences. First of all, some regions
value investment attraction more than business environment, and adopt simple ways to make enterprises settle
down and pay taxes, instead of focusing on building industrial capacity and fostering industrial clusters in the
regions. For instance, while attracting investment, some regions first view sale of land and buildings for cheap
prices and tax refunds or exemptions as major policy advantages, do not care about whether enterprises truly
invest or operate in the regions or not. Local governments massively attract investment as long as enterprises
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settle down and pay taxes, and some even reflect that the insufficient available land restricts the progress of
investment attraction, but the truth is that some industry parks are vacant, with taxes but without industries, with
enterprise registration but without employees. The superficial phenomenon is insufficient land, but the fact is
digital removal and a waste of resources. Besides, some regions value investment attraction in the early stage
more than the improvement of service quality in the later stage, leading to the failure to fulfill policy promises,
lack of governmental credibility and influence on regional images. For example, while attracting investments,
enterprises are very popular in some regions, and all departments surround enterprises, and vow to offer various
support policies. Once enterprises settle down, their attitudes will be changed, with policy promises unable to
be fulfilled and enterprises’ investments turning out to be nothing. Moreover, some regions are keen on pursuing
policy hot spots, and only focus on present introduction and massively develop various industries or industrial
parks. Once any policy change takes place, these industries or parks will be immediately restricted or shut down.
Furthermore, the short-term and utilitarian tendency of investment policies offers a chance for speculators, and
some individuals, enterprises or institutions, in the name of investment, maliciously swindle governments out of
subsidies, leading to negative social impact.

vi. The effect of policy implementation is not satisfying in some regions

The effect of business environment policies depends on the implementation status of policies, but in some
regions the policy implementation becomes a mere formality, leaving the age-old problem unsolved. Policies
which are meant to serve enterprises have become a constraint that consumes enterprises. Firstly, in recent years,
the central government has called on streamlining approval procedures, and local governments have launched
reforms such as “running one errand at most” with great progress. However, issues, such as poor service from
some civil servants, repeated handling of approval matters, and the failure to implement the “running one errand
at most” reform in some regions, still exist in some regions. Secondly, the phenomenon of “huge papers and
meetings” still exists, so that the number of papers is growing, but their quality and execution are difficult to be in
place. For instance, in the past few years, China has continued to formulate and improve laws and regulations to
enhance the intellectual property protection, but the implementation of laws and regulations is fragile, receiving
many complaints from foreign-funded enterprises. Thirdly, some governmental projects fail to achieve online
reporting. Enterprises who accomplish online reporting still need to report papers on site, and the phenomenon
of multiple and repeated reporting is very normal. Besides, some governmental projects still keep many approval
procedures and the complicated process, and high charges from various intermediary services such as assessment,
certification and testing have not only prolonged the duration of affair handling, but also increased many extra
expenses of enterprises. According to a questionnaire survey on enterprises in 2019 by the CCPIT, in terms of the
overall environment of policies and governmental affairs, 88.2% of the interviewed enterprises felt satisfied, but
the evaluation on policy implementation was a little bit lower, with 85.1% of the interviewed enterprises giving a
rating of “relatively satisfied and above”.

II.Enterprises’ integrated operating costs remain very high

Since 2019, the Chinese government has issued a series of measures on tax and fee reduction, which
have eased the pressure of enterprises to some degree. However, due to objective factors at home and abroad,
the comprehensive operating costs are still very high for enterprises. According to a questionnaire survey on
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enterprises in 2019 by the CCPIT, 76.9% of the interviewed enterprises noted that the increase on costs is a
universal problem enterprises are facing in the process of production and operation, with enterprises in traditional
manufacturing, high-tech, resources and construction sectors most affected.

1. There is still room for tax and fee reduction of enterprises

Over the years, tax and fee reduction has been the call of enterprises. Since this year, China has lowered
the corporate VAT rate from 16% to 13%, which has boosted enterprises’ confidence in development. However,
China's tax and fee burden, particularly the burden on enterprises, is still very heavy. Firstly, the macro-tax
burden level in China is higher than that in other developing countries and countries in transition. Research from
the International Institute for Strategic Studies of the Party School of the CPC Central Committee indicates
that China’s macro-tax burden level in 2017 is 19.2 and 7.1 percentage points higher than the average level
in developing countries and countries in transition, respectively, and flat with the average level in developed
countries. Secondly, the main collection object of taxes and fees in China is enterprises, with around 80%-
90% of the government's tax revenues coming from enterprises, leading to a high tax burden on them. As
calculated by the International Institute for Strategic Studies of the Party School of the CPC Central Committee,
Chinese enterprises’ tax burden level is 29.73 percentage points higher than the average level in high-income
countries, 28.85 percentage points higher than the average level in middle- and high-income countries, and
26.84 percentage points higher than the average level of the world". Thirdly, turnover tax is the dominant part of
China's tax system. Its advantage is that it can guarantee sufficient tax resources, but the disadvantage is that the
levying authority and responsibility are not clear among the departments of all levels, which is easier to cause
repeated collection on the same object, and further increase the burden on enterprises. Fourthly, the institutional
transaction costs are relatively high. Problems, such as excess approval links, complicated procedures, relatively
high charges on intermediary services like evaluation, certification and testing, still exist in some regions and
sectors, leading to increased burden on enterprises. According to a questionnaire survey on enterprises in 2019
by the CCPIT, the interviewed enterprises pay taxes and fees for 15.23 times a year on average, and the total tax
rate is highest in the resources sector (13.01%).

1. Labor costs continue to rise

The reduction of working population and the rise of labor costs are the key issues Chinese enterprises
have faced in the past few years. Particularly, the fast-growing labor costs have become the main cost pressure
of enterprises. Labor costs enterprises are facing mainly include wages, social security and other relevant costs.
According to a questionnaire survey on enterprises in 2019 by the CCPIT, labor costs have accounted for 27.64%
of the total costs in 2019, with an annual increase of 9.5% on average, and the apparel sector has witnessed the
fastest rise of 11.83%. According to data from the China Enterprise Social Insurance White Paper 2018, 53% of
the enterprises surveyed said that labor costs account for over 30% of the total costs, while 16% responded that
the proportion reaches over 50%. From the perspective of wage costs, the wages for workers have universally
risen. Survey data show that the average wage for ordinary workers has increased to around RMB 5,000 per
month in coastal provinces and cities such as Guangdong, while that for technical workers has approached RMB
10,000, much higher than that in the same period of last year. Labor-shortage regions in central and western
China also face the same problem, with the average wage for ordinary workers climbing to RMB 4,000-5,000
a month and that for technicians reaching RMB 6,000-8,000, bearing the prominent labor cost pressure. From
the perspective of social security costs, the ratio of social security contribution has decreased since 2019, but

@ world bank open database, ratio of total tax revenue to business profits:http:data.worldbank.org/indicator/IC. TAX.
TOTL.CP.ZS.

226



FHE EFENE

S X AL PRIEE AN FR R bk, AR IR BN, 7H R A R g 2
#2017 4£ 2400 2 56, 2018 4E K 2800 £ 71, 2019 454 3300 £ 75, SEWTKIEHE 10%,
NN AR 2R FH 20 5 T BN 30-40% A2 47 . BbAh, TS “90 J5 7 S5 H i 57
AR, MR BE TN, BANE SR ML SR & oes TR S %4,
I+ AL ZNINEI N GRL AR SCATAE R RS YIRS B RAS

(=) BEIRBIALLER K

1T~ B A BRI 45 A BR AR VR IR & ], — Sl X R AL S (1 B s VAT 2 2 Al
SRAEMTR AR — 5T, AN XEE BEIR A4 B S M REVR T SR ANE M, S EUR R IX Sk B
e fln, EWERAEL, L)L R DI AR BOKIE N, BT A
SONSERIL A DA S s AL E i — Bl b B, i s S
R AR R A BB, — e T RE Ak 7 DL DMV b XN A 2 5 T sc b, i
HLA AT AR A XS A K L EERRAZ 5y, RIVEE 4% BERAE HL 522 5 Lo Xty b4 il i
MR E, &R AR ST B G 5 M I . Al SERR F FL7E Tl A e
5% FEEILAN,  AMb AT AP, ST ERBLSEE IS, kAR
BT PSR, AR E N, Rk B, 5T, BORHES
BRI e, DA % H M REIR AN I B i, Bl BRI AR BEZR I T .
A Sk, FZBEIARER, Al AE A RIS, (BRI AR B, Ak
REVR A LI A e 7T, N B 23 R IR O REATEA S HAE R br s, 2
JHEEER A T ERIA S TERIGNPR RS, — BRI R AM S, BRI
ARG KIESE I -

(W) s A A =

UIRCED) 5 AR YWD % S N N N B/ I (B R o s /WSS g T f e e 2 S POV
5% ZiAr, o5 GDP MIEEHIAML RS, H. AR E R H AL, HeTHE., EihsE
FoAt At 2. Biltn, 7 BRI IS I L B BB S b v, AR T 5 )
TR s — Ll D BUE NI ATYED> . It S, SR JE AR R dh ik A g
K273, PRI A = (Rt A B 80 1 Ak 57 4Hs T D ER SR RSB
AR SS AKPARAG, HEAR S CRREL, ffiE)  BEBbRAE . BRI I, K
IS I i 2 S S A7 AR Jey B o e I R, 3 1 IR 55 RE T ME DA R UG ) B oK, 33X
I BB, SLIRHE D) . s ar S 2% P ORIR SN, 800 ek 25K v (4 HL 177

227



Chapter V Problems and Deficiencies

the social security base in some regions has constantly risen. Enterprises’ social security burden has not been
relieved. For instance, the minimum social security contribution base was over RMB 2,400 in 2017, RMB 2,800
in 2018 and RMB 3,300 in 2019 in some province of southwest China, with the annual increase of over 10%.
The social security costs enterprises have paid for workers stand for around 30%-40% of their total incomes.
Additionally, targeting new labor and employment groups such as the post-90s, enterprises need to equip
Internet, air conditioners and other devices to improve the working and living conditions of workers, and pay

corresponding training and management costs for the frequent loss of employees.
iii. Energy costs represent a large proportion

With the limited energy supply or irrational energy planning, the stability of energy supply remains a
headache for enterprises in some regions. On one hand, the energy supply capacity and energy demands in
different regions are not coordinated, leading to higher electricity charges in some regions. For instance, a
survey indicates that the general industrial electricity price has remarkably reduced in the past few years, but
is still higher that in neighboring provinces, such as Yunnan and Guizhou. Meanwhile, the industrial gas price
is over 10% higher than that in neighboring provinces. Besides, the electricity charging way also easily causes
the fluctuation of enterprise costs. Some regions require enterprises to participate in power market transactions
with the unit of industrial park. The electricity-selling company bundles the listed water and electricity trading
in a specific region, i.e. reporting enterprises’ predicted electricity demands to the website of the electric
power transaction center each month as required, and uniformly purchases electricity for enterprises. With the
fluctuation of £5% of predicted electricity consumption, enterprises can enjoy a supporting electricity price;
otherwise they will be fined. However, the truth is that it is very difficult for enterprises to predict their electricity
consumption as it changes with orders, which face many uncertainties. If enterprises’ electricity consumption
is higher or lower than over 5% of the prediction, they will be fined. On the other hand, the energy replacement
caused by policy adjustments leads to a surge on energy costs of enterprises due to the lack of proper energy
subsidy arrangements and supporting facilities. Enterprises have reflected that according to the requirements of
environmental protection, enterprises should replace coal with natural gas. Owing to a high price of natural gas,
enterprises’ energy costs may directly increase by several million yuan. Besides, due to the immature mining
technology and the lack of using indicators in local areas, there are two kinds of natural gas prices, namely the
price within the plan and that out of the plan, after the opening of the pipeline transmission of natural gas. Once

the price out of the plan is charged, enterprises’ energy costs will significantly increase.
iv. Logistics and transportation costs are relatively high

In recent years, China's logistics costs have declined as a whole, but the total expenses on logistics of the
whole society have been 5% higher than the global average level, with the proportion in GDP almost doubling
that of developed countries, such as the U.S., Japan and Germany, and higher than other BRICS countries, such
as India and Brazil. For example, logistics and transportation of local railways charge more than those of national
railways, which is not beneficial to the development of inter-provincial trade logistics. Because of few shipping
lines, a long duration and high costs of freight routes in some ports, enterprises can only transport raw materials
and products by land, but the high land transport costs in the regions have remarkably increased the burden on
enterprises. Besides, ports boast high integrated logistics costs, low productive service level and high expenses

such as miscellaneous fees (loading and unloading, storage and shipping), container TEU fees, customs and

228



EHE BESTE

Ak, Dyl Feis RIS E PR S ), A AL R, VIR R o

= ANFERER. BRFHFEINEFENE

20T, HAERERRR TS IEAL, A IEIRNE . G N G HE REE
BB SE . 2019 SRS MIEHHE RN, U7 NI BHEIA PN 4. 018
gy, AE 12 D RAEAR I R A BERE & LA B Al S EE A Dy 72. 8%, i, bR
A B RAF AL AR R B 66. 5%.

(—) BERFHNHETE

WEZE—MANORE, el s L2 R E LG ENs 12—, B35
TR FURAR AR AR S Y T AN 22 T I R R B LD 32 24K, RIE s 5 30/ AW 46
R T R IAABME, (B RESHE KRN D a8 B mim e # R L, A4 HE
PiRA L, PRIV F RIS BES B B2 TR R T ORALE A A S ARG 3L
REGPALTH R RALAC . — 51, AR I — et [X i S5 A H e 1 R i w3
o R R R I A PR v R A B B ARG SR . i, — S DA W BR 1l 4] b v o
bel, B REgst— D Aas AR LS, XA S EE 7 AL S TR N D&
I SRANE, 5 JIE LA s S BOm i N T A ST 7 KA, A2 F2E L
207 AT ST B RIS T . R, BB, N ORI S s r
BeE . RS RS P RE I IRTHE AL T B A . 5y —J5iE, EE AT
WARER G RCR 5 RIE B SO LEURIREAR, el 2 v A b X Ry 3 A I Z 4 4 7
b AR e S AR B A R . SR BRE LR, I N TR ARG
BARRFAMHERIRE, W2 S S B E ML EERRREAN L. 573 H AR,
FE B 3 LRESIPRTHAS eI S5, R 2 1 P b ReR Sy o

(Z) FohHFIBERE. EECE)EAE

PHE BT N DR, (HAE 2 F K57 30 1 BRI TR B B G 1P R A ke, A
111y PR T NN 577 R PR G 2 e, e AR E R v s 7 M RV R . — D T
FEVIERS T 5 N FHREN T RS R 57 I 57 20 71 SR AR SE ORI AL IR i b DORI 3= 20 11T
177 b 8 E Y [l (A Hh P8 X AN B 2 RS, 5730 70 N AN 2 i) A 8 3
Blhn, —Lh P AL X TN A S A Z, 5 TR R ERE ST B A€

229



Chapter V Problems and Deficiencies

inspection charges, customs exit charges and weighing fees. The service ability of ports is difficult to meet the
surging demand for the goods, leading to the growth of clearance time and the rise of expenses on cargo loading
and unloading at ports, transportation and freezing. Some high-efficient electronics manufacturers have to select
the transfer to other ports so as not to affect their international reputations due to a long transshipment cycle,
which will accordingly increase the logistics costs.

III.Human resources structure and policies are not sound

At present, issues, such as the insufficient number of high-quality labor forces, idleness and mismatch
of labor resources, the failure to issue safeguard measures on talent introduction, still exist. According to a
questionnaire survey on enterprises in 2019 by the CCPIT, the evaluation on the human resources environment
was relatively low among the 12 first-class indicators, with only 4.018 points; 72.8% of the interviewed
enterprises gave a rating of “relatively satisfied and above”, of which 66.5% of them felt satisfied and above
about the acquisition of foreign-oriented talents.s.

1. Number of high-quality labor is insufficient

China is a country with a large population, and the sufficient labor force is one of the driving forces for
its sustainable economic development, but the low quality of labor is also a key factor that affects industrial
upgrading and economic development. Over the years, China has continuously increased enrollments in higher
education, and expanded the team of talents with advanced degrees. However, compared with a large population
and the high-end demand of industries, the number of talents is still insufficient, manifesting in the mismatch
between the number of high-quality talents and high-quality economic development demands and between
the overall efficiency of human capital and the demand for industrial upgrading. On one hand, the influence
of enrollment decrease in higher education has gradually emerged in some regions over the past few years,
leading to the slowdown in the overall growth of high-quality talents required for high-quality development.
For instance, some regions constantly restrict the ratio of students upgrading from junior high schools to senior
ones, while some universities further reduce the proportion of undergraduate students. Such an elite education
mode does not comply with the demand for improving the country's overall population quality as well as human
capital for development in the high-quality stage, and restricts the labor quality improvement of the whole
industry to some degree. Particularly, at the grass-roots level, the stagnation of population quality improvement
has caused a direct and profound impact on the improvement of business environment, service quality and
industrial capacity in local areas. On the other hand, the overall efficiency of human capital in China is still
lower than that in developed countries, and particularly the lack of high-quality talents in central and western
China has restricted the high-end industrial undertaking capacity of local areas and high-end upgrading process
of local industries. Based on the feedback from various regions, there are many factors restricting the overall
efficiency improvement of human capital, such as insufficient reception of higher and professional education,
low enthusiasm in labor employment, untimely improvement on-the-job employee competence, etc.

ii. Idleness and mismatch problems of labor resources are prominent
China is a country with a large working population, but the idleness and mismatch problems of labor

resources have not yet been solved over the years, which have restricted the growth of per capita income and
output, and are difficult to attract and activate the landing and growth of high-end industries. On one hand, the
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direction of industrial migration is contradictory with that of population migration, and labor resources continue
to flow into coastal areas and major cities, while industry and other key industries transfer to low-cost central
and western regions and towns and counties, leading to the shortages of the working population. For instance,
the small size of the population in some cities of central and western China conflicts with the demand for a
large number of labor resources during industrial development. Therefore, it is difficult for enterprises to recruit
employees. Even though they have plans to expand the industrial capacity, they will be forced to suspend or
transfer them to other places due to labor shortages. Some enterprises lower simple working procedures to
peasant households, but when they are busy with farming, they are unable to guarantee the stable supply of
supporting products, leading to a large fluctuation of work duration. On the other hand, the demand for labor of
low, medium and high levels is insufficient, and the mismatch between labor competence and enterprise demands
and between labor demands and enterprise welfare is prominent, while problems such as employee shortages,
personnel losses and unemployment co-exist. For example, in terms of occupational workers, many enterprises
said that the vocational education resources are insufficient or there are even no vocational junior colleges in
places where factories are located. Moreover, the number of students studying in relevant majors is insufficient in
surrounding vocational institutions, while it is difficult for technicians recruited from the society to stably work
for a long time due to geographic or treatment issues. Some simple physical labor jobs even witness a personnel
turnover of up to 18%-20% owing to heavy workload and poor working environment. Besides, the willingness
of some employees to receive professional training is relatively low. Even through enterprises spend money on
supporting employees to participate in skill training, and gradually increase job subsidies, employees’ enthusiasm
in attending training is still not high, and only few people are willing to take part in the training.

i11. Talent introduction guarantee measures are not in place

In recent years, a new wave of talent introduction campaign has swept across China, followed by
various kinds of talent policies. However, compared with western regions, central and western China still lack
advantages, and some talent policy standards are set too high. On one hand, some regions still lack systematic
policies that will help enterprises absorb talents. Some enterprises reflect that most of university graduates flow
into Beijing, Shanghai, Guangzhou and Shenzhen or capital cities, but only a few choose to work at enterprises
in remote areas. It is difficult for these regions to attract external talents as they show little policy support for
settlement and home purchase of high-tech talent introduction. On the other hand, some central and western
regions have formulated favorable talent policies in settlement, housing, settling-in allowances, children's
education and spouses’ work, but the specialty structure of talents, particularly technical talents in scarce majors,
is always inconsistent with the industrial development needs.

[V.Enterprises’ financing difficulty is still not alleviated

The current financial service environment is still facing many problems, such as differentiated treatment
for enterprise financing, high financing costs and threshold, insufficient support for loans, etc. According to
a questionnaire survey on enterprises in 2019 by the CCPIT, the overall evaluation on the financial service
environment in 2019 was relatively low (4.133 points), ranking No. 2 from the bottom among the 12 first-class
indicators; 76.9% of the interviewed enterprises gave a rating of “relatively satisfied and above”.

i. Enterprises encounter differentiated treatment issues during financing

The treatment differences between state-owned and private enterprises and between large and medium-
and small-sized enterprises often exist during financing. Generally speaking, financing is easier for state-
owned enterprises but difficult for private enterprises. Private and state-owned enterprises are not equivalent
in financing, as banks are more cautious about loans for private enterprises, and most banks are willing to lend
money to state-owned enterprises with stable operating revenues, but unwilling to lend money to private ones.
Besides, private enterprises often undertake unlimited liabilities, and can only get loans as long as they provide
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mortgage guarantees, which has aggravated enterprises’ financing and cost issues. In the meantime, banks are
stricter with the control of financing risks over micro and small enterprises, have specially launched the micro
business loan service for micro and small enterprises. Loans with industrial land, factory building or equipment
as a mortgage are basically not approved, but the land for commercial housing is often used as a mortgage. Some
governments set up foundations to provide a guarantee for enterprises, and the lending quota can be raised.
However, the threshold of governmental guarantees is high and there are many restrictions and regulations, so it
is very difficult for some growth enterprises to obtain a guarantee.

i1. Financing costs and threshold are relatively high

The difficulty, high costs and long duration of financing have been impeding the development of
enterprises. The high costs of financing not only manifest in financing expenses, but also in a long duration
and various procedures. The financing costs in Chinese mainland are 50% higher than those in Hong Kong.
The validity period of bank loans is generally one year, but enterprises’ investments are always long-term and
cannot gain returns next year. Therefore, enterprises need to repay bank loans and pay interest through short-
term interbank lending, private lending and other financing ways. Due to high costs, such financing ways can
significantly increase the economic burden on enterprises. In terms of financing assessment, generally different
banks select different assessment companies. Therefore, enterprises that change banks for loans need to assess
their mortgages once again. The assessed value of RMB 2-3 million requires assessment fees of around RMB
10,000, which has increased the costs of enterprises. Regarding the issuance of loans, to make sure loans for
private enterprises can be recovered, banks will often make a series of strict credit approval procedures, so it
often takes 3-4 months or even a longer time from loan approval and credit granting and to loan issuance. Small
and medium sized enterprises are easier to miss the best time for scale expansion.

iii. The support for loans is not strong

Due to the restrictions in loan procedures, direction and quotas, the support of banks for enterprises,
particularly small and medium sized ones, is still limited. With regards to lending quotas, banks often provide
one solution to diverse problems. Even if the mortgage assets such as land held by enterprises are valuable,
the cap for loans is still very low. Meanwhile, banks raise higher requirements to lending mortgages of private
enterprises, particularly small and medium sized ones. Besides, banks may adopt irrational behaviors, such
as referring to the operating performance in the previous year and lowering the assessed prices of mortgages.
Moreover, most small and medium sized enterprises run a business with light assets and lack mortgages, but
financial institutions such as banks only offer loans with the presence of mortgages. The quotas for pure credit
loans are insufficient for enterprises. In addition, the duration of enterprises’ secured loans is relatively short,
generally half a year, and no more than one year at most. Basically, credit guarantee institutions only provide
loans for short-term liquid funds, but not provide guarantees for long-term investment loans, such as equipment.

V.The guarantee capability of industrial supporting facilities is insufficient in
some regions

In recent years, great progress has been made in infrastructure construction in many regions, but the
imbalance issue still exists. Some regions, particularly Western China, still encounter problems in infrastructure.
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1. Traditional infrastructure construction has short boards

The long-lasting infrastructure construction has enabled most regions in China to have sound infrastructure.
However, with the urban functional upgrading, gradual industrial sinks and the change of demands, the original
infrastructure still has a large space for improvement. For instance, some tier-3 cities in central and western
China cannot get direct access to high-speed rails and bullet trains, and airlines are seldom covered, leading to
the lack of fast and convenient means of transport. In terms of marine transportation, some ports have backward
supporting facilities and insufficient concentrated transportation capacity. Regarding road transportation, some
road designs are difficult to meet the demand for transportation, and road digestion problems are very common,
while rural roads have low grades and insufficient number, a long maintenance cycle, which have reduced the
transportation efficiency. Newly-built industrial parks in remote areas have incomplete water, electricity, network
and logistics services, and some pipelines and network cables suffer insufficient bearing capacity, leading to poor
stability of services and affecting the normal production and operation of enterprises.

ii. Construction of new infrastructure urgently needs to be accelerated

New infrastructure represented by information network is of great significance to the improvement of
service efficiency, but in some regions, the construction of new types of infrastructure, such as data processing,
information gathering and network transmission, just begins, and there is still much room for improvements. For
instance, the network data processing and transmission capacity in some regions is unable to meet the operational
demand of big data, and the speed of calling data on local servers and remotely calling data on municipal servers
is relatively slow. The network is not fully covered, and network signals are not stable enough, leaving a big gap
in network construction in some remote regions. Besides, the layout of data collection devices like sensors and
supporting facilities is insufficient, and the investment is low, affecting the back-end big data processing and
decision-making effect. Due to the weak awareness and capability of network information security, the danger of
data leakage and network attack still exists.

iii. Local industrial supporting ability needs to be enhanced

As some regions cannot provide manufacturing equipment and raw materials, enterprises must spend huge
human, material and financial resources to purchase them in other places, which not only increase logistics
costs of enterprises, but also affect the progress of production. For example, if local qualified suppliers are
unable to offer key equipment for enterprises, and foreign suppliers are unable to guarantee prompt supply and
the transportation costs are too high, what enterprises can do is to lower the manufacturing standards of their
products. If local upstream supporting enterprises are not sound and need to purchase raw materials and other
supporting products, the logistics costs will grow. The logistics costs even account for 70% of the total profits of
some enterprises. Additionally, although some regions possess the industrial supporting capacity, local dealers
with weak strength and brand influence are still in the medium- and low-end position of the value chain as a
whole. Products cannot meet higher production standards and demands.

iv. Life supporting policies and facilities are insufficient

In some regions, particularly Western China, there are many problems existing in educational sector, such
as unstable teacher teams, poor educational quality of kindergartens, primary and middle schools, complicated
procedures and multiple proofs during school transfer of children of enterprise employees. It will be difficult
for enterprises to retain talents if they cannot solve children's educational issues of high-tech talents and
senior managers. In terms of transport, some industrial parks are far from the downtown and do not connect
to subways, and buses come in a long duration with time limits, which may affect the on-time rate. Regarding
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Chapter V Problems and Deficiencies

accommodation, some industrial parks are remote and fail to set up the residential area. As the accommodation
issue cannot be effectively solved, it will be difficult for enterprises to retain employees. Besides, some industrial
parks boast incomplete planning and unsound public services and life supporting facilities, such as sanitation
(hospitals), finance (banks), restaurants, sports & culture, etc.
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Chapter VI Recommended Countermeasures

The following countermeasures are recommended in response to the above problems in China’s business
climate.

[.Further improve government efficiency and skills, and optimize the policy
environment

1. Further improve the service awareness and service skills of grassroots personnel

China should, in the light of high-quality development requirements, expedite the transformation of
concepts and ideas, abolish impedimental systems and mechanisms, encourage relevant offices and organs to
keep the common touch and assume due responsibilities, and increase the go-aheadism of grassroots personnel
in providing services. On the one hand, China should encourage grassroots service departments to have the
courage to act and innovate, and make bold innovations in their services based on reality to fix unsmooth and
uncoordinated parts of relevant systems and mechanisms. With respect to problems such as “Information Island”,
overlapped functions and prevarication between departments, China should strengthen information sharing
construction, build an interdepartmental coordination and communication mechanism, reduce red tapes and
lower communication costs, so as to ensure that information submitted by enterprises in one go can be shared by
all departments. On the other hand, China should accelerate service-oriented government construction, delegate
authorities lower to grassroots offices and organs, practically improve the competence and overall quality of
grassroots personnel and further enhance government image and enterprise satisfaction.

11. Make policy formulation more scientific, systematic and accurate

China should intensify policy lifecycle management and judge government work mainly based on policy
effectiveness. As policies should more be formulated to meet practical needs than for any other reason, China
should conduct policy research and formulation based on practical problems, control the direction of the per-
research and research on relevant policies, make an overall plan for policy formulation from the source, reduce
the number of low-quality and ineffective documents and improve policy quality. Meanwhile, China should put
an end to the rush for introduction of policies and the “one-size-fits-all” approach to policy execution, take into
full account social impacts of policy adjustment and give enterprises time and room for buffer and transition.

iii. Further perfect policies for attract investments and ensure that policies are pragmatic
and sound

China should base regional investment attraction on sustainable and localized industrial development,
eliminate utilitarian investment and resource exchange, and regard the delivery of services and commitments
as the core of business climate improvement. On the one hand, China should build a repository of resources for
investment attraction, re-examine the status of investment attraction in existing parks, strengthen the management
of buildings and land that have long been unoccupied, free up these resources and re-list idle resources such as
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land and buildings in the repository. On the other hand, China should step up its efforts to identify fulfillment of
policy commitments as a basic measure of local investment attraction, clean up various illegal intermediaries and
agencies to purify the business climate for enterprises.

II.Practically relieve the pressure on enterprises from costs and expenses

1. Further reduce the pressure on enterprises from taxes and dues

Firstly, China should actively make innovations in fiscal and tax policies, explore the way to carry out the
tax rate structure reform, deepen the research on categories, composition and proportion of tax rates and further
reduce the pressure on enterprises from taxes and dues. Secondly, it should encourage local governments to offer
targeted tax incentives based on their respective finances, for example, refunding VAT input taxes that have not
been deducted within a specific period of time to enterprises engaged in advanced manufacturing and modern
services; expanding the scope of tax exemption for agricultural products and exempting VAT on the circulation
of some agricultural products; offering corporate and individual income tax allowances to specially cultivated
high-tech enterprises and personnel; etc. Additionally, China should combine the construction of a clean and
economical government with inspection and rectification of fee collection, cut unnecessary spending, put an end
to extravagance and waste, strictly regulate various administrative service fees and crack down “unauthorized
collection of fees” and illegal intermediaries.

ii. Help enterprises reduce the pressure from rising labor costs

China should actively conduct follow-up and survey on changes in labor costs and optimize the
comprehensive labor protection policy. On the one hand, China should lower social security contributions stage
by stage based on business operation of enterprises and in the policy direction of gradually reducing social
security pressure, and establish relatively flexible standards for social security contribution. On the other hand,
China should study and formulate a preferential contribution policy for some industries and enterprises running
into trouble for the time being, and allow troubled enterprises and their employees to pay basic endowment
insurance and employees’ basic medical insurance contributions according to such a monthly contribution
base that is a certain percentage of the average wage in the previous year. Moreover, China should strengthen
on-the-job and employment security for enterprise employees, study and establish on-the-job subsidies such
as stabilization subsidies, social security subsidies for people with difficulties in finding jobs, social security
subsidies for college and university graduates and guaranteed loans for entrepreneurship; perfect the policy of
refunding unemployment insurance contributions and refund a certain percentage of actually paid unemployment
insurance contributions to enterprises that purchase the insurance according to law and actively ensure stable
employment; enhance training for unemployed workers, expand the labor force that can be re-employed and
increase the labor available to enterprises.

1i1. Properly lower enterprises’ electricity and energy costs

China should make reasonable industrial and energy planning and allocation, increase electrical energy
security efficiency in various links and lower the tariff level. First of all, China should strengthen electrical
energy security for construction layout of industrial parks and allocate electrical energy indicators and security
capacity in advance based on functional orientation, industrial layout, available size and consumption level of
industrial parks, so as to increase the level of energy security. Secondly, China should strengthen tariff reduction
and power supply guarantee, reduce grid-related charges, encourage the construction of regional self-built
power stations and enterprise power generating facilities to increase sources of power supply, and pull for power
trading. Thirdly, China should perfect the pricing mechanism for natural gas and other energy resources, strictly
appraise and fix city gas distribution prices and regulate unreasonable charging behaviors of gas enterprises;
support the transformation from indirect to indirect supply for major natural gas users to reduce intermediate gas
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supply links and on the basis of government pricing, lower the gas pipeline transmission prices paid by users of
directly supplied gas upon negotiation between the supply and demand sides; support urban gas enterprises in
making specific preferential gas price schemes, executing these schemes through reduction and exemption of gas
engineering installation fees, seasonal price differences or tiered pricing, so as to practically reduce enterprises’
gas costs.

iv. Vigorously solve the problem of too high logistics transportation costs

China should focus on system optimization, infrastructure improvement and technology upgrading, and
make concerted efforts to solve the problem of too high logistics transportation costs. In the first place, China
should strengthen the construction of the logistics transportation system, deepen the comprehensive reform of
administrative law enforcement, push forward streamline administration and decentralization in the field of
transportation & logistics, optimize administrative examination and approval procedures for logistics, put an end
to unauthorized fees, fines and approvals, quicken online handling of examination and approval administration,
lower the level of transportation expenses and practice preferential charges for off-peak transportation. Secondly,
China should strengthen logistics transportation infrastructure construction, accelerate the construction of a
supplementary transportation network by focusing on key areas such as logistics channels, logistics hubs and
collecting and distributing system, make adjustments to shipping route layout management and improve the
storage and transportation capacity of traffic roads. Finally, China should enhance the upgrading of logistics
transportation technologies, reduce management costs through information-based and intelligent transportation
management upgrading, increase transport efficiency through intelligent upgrading of infrastructure and
transportation facilities, and raise the comprehensive energy efficiency of logistics transportation in all aspects.

II1.Energetically develop human capital advantages

i. Attach equal importance to higher education and vocational education, and
comprehensively improve labor quality

China should comprehensively improve the quality of the workforce through popularization of higher
education and socialization of vocational education, so as to provide a solid human capital guarantee for
industrial upgrading and development. On the one hand, China has built the world’s largest higher education
system, with the gross enrollment rate of higher education already exceeding 50%. We should continue to
maintain scale growth and quality improvement of higher education, further optimize the structure of the
higher education system, increase the scale of higher education and cultivate more high-quality personnel for
economic development. On the other hand, China should strengthen the construction of a diversified, multi-
layered and multi-participant socialized vocational education system, underline the guiding and serving role of
the government in vocational education, allow play to the promoting role of enterprises as a drive of vocational
education demand, encourage cooperation in building vocational colleges and training institutions, and provide
guarantee and support by such means as training funds, ear-marked funds, introduction of enterprises into
colleges and universities, directed education and on-the-job training.

ii. Take proper measures to ease the labor gap and expand the workforce available for
employment

On the one hand, China should make an overall assessment of industrial demand for labor, carefully study
the trend of labor force movement and variation, establish an early warning mechanism for long-term labor
demand gap and adjust the labor employment policy in time. On the other hand, China should raise the gradient
satisfaction of the workforce and industrial labor demand, increase high-tech employment, guarantee the base
of general employment, expand flexible employment, reserve employment space and opportunities for gradient
upgrading and transformation of the workforce at different employment gradients, and form a multi-layered
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workforce. Additionally, China should appropriately relax the policy for introduction of high-level and urgently
needed personnel and form a supplementary external personnel introduction mechanism.

ii1. Increase employment expectations and broaden channels for employment and
entrepreneurship

China should strengthen the role of the government in providing macro guidance for stable employment
expectations, alleviate the problem of labor loss through relaxed personnel policy and industry attractiveness,
and broaden channels for employment and entrepreneurship. China should guide the establishment of new
cultural values on employment, encourage laborers to be industry-oriented in employment, improve the social
status and employment security for manual workers, strengthen the implementation of the special health security
plan for manual workers and expand the high-level industrial workforce in the new era. China should further
relax its personnel introduction policy, especially in central and western China and industrial undertaking
concentration areas, relax polices and standards for introduction of talented personnel of different levels,
open green channels for personnel introduction, assist enterprises in quickly handling personnel introduction
procedures and relieve worries of enterprises and personnel. China should broaden channels for employment and
entrepreneurship, provide effective government guidance and support for social innovation, launch the “Slash”
workforce campaign and encourage laborers to engage in different part-time jobs to increase the buffer space for
employment in society.

IV.Make concerted efforts to solve financing problems facing enterprises

i. Resume the original intention of industry-finance combination and improve financial
inclusion capacity

China should continue to strengthen policy guidance and execution of finance supporting the real
economy, identify industry-finance combination and lower financing costs as a measure of the financial services
environment, increase the coverage of financial capital and make finance more beneficial to economy. On
the one hand, China should establish an industry-finance combination mechanism, build a bank-enterprise
cooperation platform through the establishment of a joint conference system for corporate financing, bank-
enterprise connections, financial institution recommendation meetings and other forms, increase the frequency
of interactions between enterprises and financial institutions and enhance financial institutions’ understanding
of enterprises. On the other hand, China should guidance for financial inclusion, expand the scope of financial
services, extend the reach of financial services, strengthen financial service guarantee for micro, small and
medium-sized enterprises and improve the comprehensive capability of finance in promoting the development of
the real economy and stabilizing social operation.

i1. Properly relax financing terms to reduce enterprises financing costs

China should further improve financing terms applicable to enterprises to reduce their financing
costs. Firstly, China should accelerate the perfection of the enterprise credit system, facilitate information
interconnection among the central bank, tax, industrial and commercial, customs, judiciary and other authorities,
build a large enterprise credit database and on this basis evaluate financing qualifications and default risks of
enterprises. Secondly ,China should regulate and optimize service processes, place fee collection by guarantee,
evaluation, registration, audit and other intermediaries under strict supervision, establish a mutual recognition and
trust system for evaluation reports issued by qualified evaluation agencies and optimize and simplify repeated
links to reduce enterprises’ repeated evaluation costs. Finally, China should carry out technology innovation in
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the field of finance, explore service management and risk early-warning mechanisms based on technologies such
as big data, blockchain and Al, make available data and information in service nodes such as data, risk control,
credit enhancement and capital, promote the perfection of the digital financial ecosystem, make financial services
process-based, batched and intelligent, and reduce operating costs and risks of finance.

ii1. Increase lending and break new ground in enterprises’ financial channels

China should identify the lending quality performance as an important target of bank loans and improve
the support and efficiency of loans to enterprises by adjusting loan restrictions, diversifying financial products,
optimizing loan maturities and other means. Firstly, banks should give priority to immediate needs and common
needs when issuing loans, vary collateral for loans and the line of credit according with the type and nature of an
enterprise, and increase the line of credit for private and micro, small and medium-sized enterprises. Secondly,
banks should continue to launch more financial products and on the premise of strictly controlled financial
risks and lower leverage ratios, constantly expand the range of financial products, broaden financing channels
and develop new ways of financing for more micro, small and medium-sized enterprises based on differences
in industry attribute, enterprise size, asset trait and financing demand. Finally, banks should optimize loan
maturities, establish a credit management and evaluation system tailored to characteristics of loans for private
enterprises, which loans are “numerous, urgent and frequent”, optimize handling procedures and materials,
minimize handling time, extend the terms of loans and increase the operating efficiency of loans in the real
economy.

V.Further improve industrial supporting capacity

1. Delegate traditional infrastructure construction to grassroots authorities and improve
public service capacity

China should expedite synergetic layout of infrastructure construction and industrial transfer, step up
its efforts to the improvement of weak infrastructure links and comprehensively improve the capacity of
public basic services. China should strengthen infrastructure planning and guidance,= systematically optimize
the spatial layout, function configuration and scale structure of infrastructure based on industrial layout and
create a sound lifecycle development model covering various links such as planning, design, construction,
operation, maintenance and upgrading. China should quicken the improvement of weak infrastructure links,
actively develop high-capacity ground public transportation and accelerate the construction of dispatching
centers, parking lots, charging piles and reconstruction of old cities; expedite the perfection of the road logistics
transportation network system, increase the density of the road network, and improve the connectivity and
accessibility of the road network of industrial parks; enhance the construction, transformation and inspection
of water supply, sewage, rainwater, fuel gas, heat supply, communication and other pipe networks in industrial
parks. Furthermore, China should strengthen green and safe infrastructure construction, make building facilities
greener, more low-carbon and energy-efficient, increase infrastructure safety and reliability according to high-
level infrastructure construction requirements.
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ii. Strengthen new infrastructure construction and accelerate the deployment of a basic
information network

China should focus on the construction of new infrastructure represented by information network in the
infrastructure construction oriented towards high-level development, strengthen information-based reconstruction
and upgrading of roads, bridges, transportation, pipe networks and buildings, maintain digital, information-
oriented and intelligent infrastructure, build an intelligent infrastructure control platform and improve
management efficiency. China should accelerate the deployment and construction of complete international
communication facilities, quicken the construction of new generation information infrastructure such as 5G,
IPv6, big data, cloud computing, Internet of Things (IoT) and Al, improve broadband accessibility and the
quality and application of network services. Also, China should enhance the construction of network security
defense capacity, carry out network information security evaluation, strengthen global maintenance in respect of
regional data and information, industrial data security and enterprise data protection, strictly prevent data leakage
and network security attacks.

iii. Accelerate the cultivation of industrial clusters and improve industrial supporting
capacity

China should promote the improvement of regional competitiveness towards the main direction of industrial
cluster capacity building, gradually fix the isolated, separated, closed and low-end location layout of enterprise
production and operation, and perfect the industry chain. Firstly, efforts should be made to shift concepts and
ideas on investment attraction, attract investments selectively and purposefully, transform from introduction of
single enterprises to cultivation in favor of the general layout of the industry chain, by either introducing leading
enterprises in the industry to drive the introduction of upstream and downstream enterprises and form a sound
industry chain, or bringing in relevant enterprises based on existing ones to gradually form specialized industrial
clusters and develop comprehensive supply capacity of the industry chain. Secondly, China should carry out
spatial planning for the layout of industrial clusters, adjust the layout of existing scattered enterprises, optimize
the layout in terms of stock space and act prudently towards incremental space, and persuade enterprises that
already find it difficult to operate or have discontinued operation to move out and make room for industrial
space; with respect to enterprises with significant influence, great contributions but inadequate supporting
facilities, carry out planning for industrial cluster layout at the right time after thorough consideration; with
respect to scarce enterprises that supply raw materials and components and parts, encourage construction of
supporting plants or implement directed tax preferences, and build industrial supporting capacity from “point” to
“plane”. Thirdly, local authorities should highlight local characteristics, study industrial clusters in favor of local
development from various perspectives such as location, resources and market, abstain from blindly following
suit to construct allegedly gorgeous industrial clusters, but build professional, fine, characteristic, creative and
pragmatic industrial clusters based on local conditions and give play to regional features and advantages, with a
view to promoting long-term development. Besides, local authorities should, based on the BRI and other major
strategic arrangements for international cooperation as well as system innovation achievements like pilot free
trade zones, study and develop competitiveness improvement plans for local industrial clusters, increase the
internationalization level of local industries and the overall jump in the status of the global value chain.

iv. Systematically improve the construction of living facilities and enhance employees’
sense of belonging

China should uphold the people-oriented service concept, carry out supporting construction based on

personnel needs and comprehensively improve the ability to guarantee living facilities and integrated services.
Firstly, China should provide living guarantee in terms of planning, carry out production construction and living
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facilities construction simultaneously, create synergy between industrial capacity aggregation and improvement
of living facilities, scientifically plan for the construction of living facilities in industrial concentration areas,
increase investment in living facilities and raise the fill rate and proportion of living facilities. Secondly,
China should give top priority to critical and urgent needs of enterprises in the construction of living facilities,
particularly identify basic and immediate needs, such as census register application, children education, medical
assistance, supporting housing, long-term rental apartments and commuting traffic, as a key measure of business
climate improvement and engage multiple participants, including the government, enterprises and institutions, in
the construction, so as to effectively clear the worries of enterprises and employees. Thirdly, China should timely
build service facilities such as cultural and sports centers, safety emergency centers, psychological assistance
centers and information service centers to increase employees’ sense of belonging to their jobs and life and
their well-being. In addition, China should pay attention to regular safety inspection and maintenance of living
facilities, increase the safety of living facilities and prevent safety problems with facilities.
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